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WATCH WESTINGHOUSE Where Big Things Are Happening in the Utility Industry 


Westinghouse Lighting 


Used in Dramatic “Facelifting” 


of New York’s 3rd Avenue 


A startling demonstration of the way many cities can improve their property values 


has just been given in New York. 


At one time, Manhattan’s Third Avenue, with its antiquated “EI”, was a street of noise 
and darkness and danger. Today. Third Avenue is being developed into a well-lighted, 
six-lane concrete thoroughfare from Brooklyn Bridge to the Bronx. Crime and acci- 


dents have gone down. Real estate values have gone up—soaring. 


Now that Third Avenue is bright during the day and just as bright at night, realtors 
are interested in developing this “new” street. New office buildings are being planned. 
Apartment houses will be constructed. And the New York skyline will have another 
new look. 


Westinghouse TYPE 4-F-S-L fluorescent street lights were used on Third Avenue. 


In New York, Cleveland, Seattle and many other cities the trend is to make the streets 
wider, safer and better illuminated. Westinghouse lighting engineers will be glad to 
work with your lighting department to bring “Daylight” brightness to your city streets. 
In street lighting, too, you can be sure ... if it's Westinghouse. 


Westinghouse 


ELECTRIC CORPORATION 
Pittsburgh, Pa. 
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UTILitiES ForTNIGHTLY . . stands 
leral and state regulation of both 


privately owned and operated utilities and 
publicly owned and operated utilities, on a 
d nondiscriminatory basis; for non- 


inatory administration of laws; for 
le and nondiscriminatory taxation; 
general—for the perpetuation of the 
terprise system. It is an open forum 
free expression of opinion concern- 
iblic utility regulation and allied 


. It is supported by subscription and 


sing revenue; it is not the mouthpiece 


y group or faction; it is not under the 
ial supervision of, nor does it bear the 
sement of, any organization or associa- 
‘Lhe editors do not assume responsi- 
; ‘or the opinions expressed by its 


itors. 
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KYGER CREEK 


Ohio Valley Electric Corporation 
5 B&W Pressure-Fired Open-Pass Reheat Boilers 
with Gas Recirculation, 


*Btu/net kwhr 


MUSKINGUM RIVER 
Ohio Power Co. on the American Gas and Electric 
System 
Two B&W Pressure-Fired Open-Pass Reheat Boilers 


with Gas Recirculation. 
EASTLAKE 


1 The Cleveland Electric illuminating Co. 


SHAWYNAE 


Pennsylvania Electric Co. 


CLIFTY CREEK 
Indiana-Kentucky Electric Corporation 
6 B&W Pressure-Fired Open-Pass Reheat 
Boilers with Gas Recirculation. 


9273 


TANNERS CREEK 
Indiana & Michigan Electric Co. on the American 
Gas and Electric System 
Three B&W Pressure-Fired Radiant Reheat Boilers with 
Gas Recirculation and Divided Furnace Construction. 


PHILIP SPORN 
Appalachian Electric Power Co. & Ohio Power Co. 
on the American Gas and Electric System 
Four B&W Pressure-Fired Radiant Reheat Boilers \ 
Gas Recirculation and Divided Furnace Constructio 


th 


ALBANY 


Niagara Mohawk Power Corporation 








oe 


KANAWHA RIVER 
ppalachian Electric Power Co. on the American Gas 
and Electric System 
Two B&W Pressure-Fired Radiant Reheat Boilers with 
Gas Recirculation and Divided Furnace Construction. 
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e most efficient power plants in the United 


States in 1955, as reported by the Federal Power 
ommission, are led by the two largest investor- 
pwned; power plants in the world—Kyger Creek, 
Mmvith 9110 Btu per net kwhr, and Clifty Creek, 
ith 9143. 
ese ten stations — and the many others like 
em throughout the country—exemplify the fore- 
ight and progressiveness of American public utility 
=(™management. They have quickly put “on the line” 
major engineering advances in power generation. 
FIVE YEARS AGO only two plants operated under 
10,000 Btu per net kwhr. In 1955, there were 41. 
This progress has been gained by the united effort 
of electric companies and their primary suppliers 
to produce more electricity more efficiently, and 
vith g4ta continued low cost to the consumer. 


{Oi:io Valley Electric Corporation and its subsidiary, Indiana- 

Ke:.tucky Electric Corporation, sponsored by these companies: 
BPPalach:an Electric Power Company* « The Cincinnati Gas & Electric 
* Columbus and Southern Ohio Electric Company « The 
kyton Power and Light Company « Indiana & Michigan Electric Com- 
Louisville Gas and Electric 
* Monongahela Power Company** « Ohio Edison Company « 


bmpany 


y* 
pmpany 
io Power Company* 


Kentucky Utilities Company « 





Pennsylvania Power Company*** 


| The Toledo Edison Company ° 





tst Penn Electric Co. *** Subsidiary of Ohio Edison Co. 





These 10 Power Plants Tell 
WHY AMERICA’S ELECTRIC COSTS STAY LOW 


. i bomac !:dison Company** « Southern Indiana Gas and Electric Company « 
West Penn Power Company** 


ua Subsidiary of American Gas and Electric Co. ** Subsidiary of The 


ST. CLAIR 
Detroit Edison Co. 





Four B&W Radiant Reheat Boilers with Gas Recirculation 


and Divided Furnace Construction. 


Engineering Development and Research 
Pay Off in Increased Efficiency 


TODAY’S TRIUMPHS in keeping power cheap are 
only a step on the way to greater achievement. 
Already there are plants in operation or being 
built which will have heat rates of 8500 Btu per 
net kwhr—and research is being intensified to gain 
even lower levels. At the same time, American 
utilities and their suppliers are steadily pushing 
the use of nuclear energy on a massive scale. 


B&W RESEARCH AND DEVELOPMENT, with a 
background of knowledge covering nearly a cen- 
tury of boiler engineering, design, and fabrication, 
continues to move ahead, with America’s electric 
companies, to attain ever higher levels of steam- 
electric generating efficiency with conventional 
fuels and to open new horizons with atomic energy. 
The Babcock & Wilcox Company, Boiler Division, 
161 East 42nd Street, New York 17, N. Y. 


The 
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+ oe average nontechnical person is 
very likely to get the idea, from read- 
ing glowing Sunday supplement reports 
about the future promise of atomic energy, 
that conventional fuels are on the way out. 
The fact is that the increasing demands 
for electric power, long before nuclear 
energy production becomes commercially 
competitive, will put a good deal of pres- 
sure on our production of conventional 
fuels to keep up with the pace. 


TRUE, our nation has been blessed with 
bountiful resources of oil and natural gas, 
and our technical know-how for discover- 
ing new reserves has demonstrated the 
ability of the oil-gas industry to keep its 
place in the parade of supplying fuel de- 
mands to date. And our coal reserves have 
always been estimated in the order of cen- 
turies rather than decades. 


YET realistic appraisals by competent 
specialists indicate that there will be plenty 
of use for all types of fuel. Nuclear power 
development, if anything, will not get 
here too soon. In other words, there will 
be plenty of work for both nuclear and 
fossil fuels. 


THINK what would happen if we did 
not have nuclear power to look forward 
to, in the face of the dynamic rise in the 
public demand for power supply! It has 
been estimated that in less than a hundred 
years the world’s coal requirements, for 
power load, may be equal to one thousand 
times present U. S. coal production! 


THIs prediction was recently made by 
Stuart McClain, associate director of the 
Argonne National Laboratory of the 
Atomic Energy Commission. Speaking at 
the twelfth annual National Conference 
on Industrial Hydraulics in Chicago last 
October, McClain said that while several 
basic types of reactors operating at com- 
mercially competitive levels may be demon- 
strated as early as 1965, the main shift 
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TOM PICKETT 


to nuclear power plant construction would 
come about 1970 and it will take until 
1980 before atomic fuel plants will pro- 
duce “an appreciable portion of the world’s 
energy.” 


{dee electric utility industry is now the 
best customer of the coal industry, 
surpassing even the railroads in recent 
years. But the increasing requirements of 
the nation’s economy for heating fuels of 
all kinds have created changing patterns 
for fuel markets and industrial operations. 
The introduction of natural gas at bar- 
gain rates into service areas of electric 
utilities during nonheating seasons, the in- 
creasing freight rates being asked by rail- 
roads, and the complex outlook for both 
future hydroelectric and atomic nuclear 
power plant development are factors 
which will bear constant supervision and 
analysis. 


In the leading article in this issue, Tom 
PicKkeETT, former Texas Congressman, and 
executive vice president of the National 
Coal Association since 1952, has written 
a comprehensive analysis of the economic 
relationship between coal and electricity. 
This article stresses not only the im- 
portance of partnership between the two 
but also the continued threat of invasion 
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USTRIAL PRODUCTION MUST RISE 40% 








AUTOMATION 
MUST FILL THIS GAP 





AVANABLE MANPOWER WILL RISE 14% 


1966 / 











New Industrial Power Distribution Program helps pave way for automation 
by spurring plant expansion and modernization to... 


Remove bottlenecks to realization 
of industrial load growth forecasts 


634. (| 


General Electric’s Industrial Power 
Distribution Program is designed to fo- 
cus attention on industrial plant power 
distribution systems, too often neglected 
by industry. By so doing, it will help 
pave the way towards meeting load 
growth forecasts, and will accelerate the 
trend to automation. 

Economists predict that by 1966, the 
demand for goods and service will in- 
crease over 40%, while the available 
work force will increase only 14%. Ob- 
viously the gap will have to be filled by 
automated processes. 

In order to make automation work- 
able, the user must prepare for greater 
load and closer regulation through a 


FORECASTS SHOW industry's use of power 
climbing to 634 billion kw-hr by 1970*. Auto- 
mation will eventually fill the void left by an 
insufficient labor force. Automated processes 
4 (bottom) like this, used for condenser parts 

assembly, typify future production lines, 
*Source: McGraw-Hill Publishing Co. 


GENERAL ELECTRIC’S D. L. Beeman, Indus- 
trial Power Systems Engineering, examines 
clips from new film stressing modern indus- 
trial power distribution systems. 


more efficient power distribution sys- 
tem. To help effect this, General Electric 
has recently launched a comprehensive 
“More Power to America’? program 
stressing reliability, economy, safety, 
flexibility and expandability in the 
plant’s distribution system. 

A color motion picture, ‘Goodbye 
Steve,’’ the manual ‘Power to Pro- 
duce,” advertisements, Productivity 
Forums and a host of other aids will 
explain to industry the need for stream- 
lining its power distribution systems. 
Motion pictures and manuals to help 
pave the way to automation for your 
industrial customers may bé obtained 
through your General Electric Appa- 
ratus Sales Office. General Electric 
Company, Schenectady 5, N. Y. 301-322 


MORE POWER TO AMERICA 


GENERAL @@ ELECTRIC 


















by government agencies into the free 
private enterprise economies of both in- 
dustries. 


Mr. Pickett is a lawyer who served as 
county attorney of Anderson county, 
Texas, and ten years as district attornev 
for the third judicial district of Texas. 
He was first elected to Congress in 1944 
and was recognized as a vigorous defender 
of the free enterprise system and an out- 
spoken opponent of the federal govern- 
ment’s invasion into the field of private 
business. He resigned from the House in 
1952 to take his present post in the coal 


industry. 


HAT do state public utility commis- 

sioners think about; what tests do 
they apply; and what rules do they follow 
in cases before them involving applica- 
tions by utility companies for security 
issues? Based on his experience as a mem- 
ber of the Colorado Public Utilities Com- 
mission, JOHN P. THoMmpson (beginning 
on page 962) has given us a down-to- 
earth, practical description of the stand- 
ards and routines which he believes state 
commissions will find helpful in handling 
such proceedings fairly and with dispatch. 
Essentially, CoMMISSIONER 2THOMPSON 
has outlined a check list of questions which 
he thinks commissions should ask and ap- 
plicant utilities should answer in the 
process of obtaining regulatory approval 
for the issuance of new public utility 
securities of all kinds. He goes into the 
terms and conditions as well as the form 
of securities and other background data 
which not only regulatory commissions 
and their staffs but also investment spec- 
ialists and others interested in utility 
financing will want to consider in dealing 
with this type of procedure. 


COMMISSIONER THCMPSON is thirty-six 
years old. He majored in economics in 
college, graduating from George Wash- 
ington University in 1942. After serving 
as a Marine Corps pilot during World War 
‘II, he attended law school in Denver and 
was admitted to the Colorado bar in 1950. 
He then engaged in private practice until 
September, 1954, when he was appointed 
to the Colorado commission. He is a mem- 
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JOHN P. THOMPSON 


ber of the Denver, Colorado, and Ameri- 
can Bar associations. 


* * * * 


6 peo paradox of the transit industry 
today may be stated simply in two 
propositions: (1) Never in the history of 
the country has the outlook for increased 
demand and expanded facilities for pub- 
lic transit been so plainly indicated as in 
this day of rapid creation and growth of 
cities, suburbs, satellite cities, and newly 
developing residential areas generally. 
(2) Never has the outlook for over-all 
prosperity for the transit business been so 
cloudy. 


BEGINNING on page 975, HERBERT 
BraTTER, Washington economist and au- 
thor of business articles, has endeavored 
to probe beneath the surface and find not 
only the reasons for, but possible answers 
to, this paradox of increasing demand 
against a diminishing return. He finds that 
the real problem may be recognition of 
factors which do not enter into the eco- 
nomics of ordinary profitable business. 


WE welcome this opportunity of wish- 
ing our readers and friends everywhere a 
Merry Christmas and a Happy and Pros- 
perous New Year. 


THE next number of this magazine will 
be out January 3rd. 


War Cckilere- 
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To 
executives 
of all 


public utilities: 








v 40-page, illustrated booklet presents a comprehen- 
nonstration of the most modern business methods, 
s and record systems...in actual operation...in one 
‘cica’s oldest and most outstanding Public Utilities. 
iss the detailed story showing how this great utility 
ipletely revitalized... how efficient record controls 
n proved in use... how its customers are now pro- 
th the finest and most modern, convenient, econom- 
ndly and dependable SERVICE. 
', every forward-looking utility executive recognizes 
‘omer satisfaction and service are its most powerful 
ools. In this book is detailed how this established 
organized its procedures ...moved into a large new 
; in a rapidly expanding metropolitan area...con- 
business as usual” while improving service to old 
ts and extending services to thousands of new ones! 
Horizons in customer services is the result... with 
nner of attendant benefits. The Customer Service 


GET 
YOUR FREE 
COPY OF 
THIS NEW 
BOOKLET 


"New 
Horizons 
In Public 

Service’’ 











Center with centralization of related records is unique and 
makes for fast, accurate, efficient service... new and simpler 
procedures ... elimination of unnecessary paper work... 
establishment of well-defined departmental responsibilities 
... high employee morale. 

Every phase of utility operation is covered in this valuable 
book: Redistricting, Meter Reading, Customer Service Loca- 
tion Record, Customer History Record, Credit and Collec- 
tion Department, Unit Bookkeeping Department, General 
Accounting Department, and so on. 

Get this new, illustrated booklet on Public Utilities now. 
Simply write on your letterhead to Remington Rand, Room 
223. 315 Fourth Avenue, New York 10 and ask for X1534 
— “New Horizons In Public Service.” 


Memingtore. Fkarul. 


DIVISION OF SPERRY RAND CORPORATION 











Coming IN THE NEXT ISSUE 


(January 3, 1957, issue) 



































* 


a 


THE OUTLOOK FOR PUBLIC UTILITIES—1957 


With the New Year will come the convocation of a new Congress, the 85th in the 
history of our Republic. Nominally organized in both branches by the Democrats, it 
will nevertheless be pretty evenly balanced on political control, which means that 
coalitions and alliances will play a more important part than ever in the legislative 
outlook. This will be an analysis of the possible consequences of new developments in 
Congress and federal agencies respecting various utility industries during the New 
Year. Francis X. Welch, editor of PUBLIC UTILITIES FORTNIGHTLY, who has regu- 
larly written the ''forecast'' article at the beginning of each year, gives us some new 
predictions for the year 1957, along with reasons why he thinks they will come to pass. 


a ne he 
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DIVIDEND POLICY AND REDUCTION OF TAX LIABILITY 


Here is a provocative suggestion for the consideration of possible changes in dividend 
policy by public utilities which might make their securities more desirable from the 
standpoint of investors. Where such changes would enable shareholders to minimize 
their tax liability, the result might materially assist the issuing utility company to raise 
necessary new capital for plant expansion in competition with other demands on the 
money market. This article outlining such possibilities comes from Fred P. Morrissey, 
associate professor of business administration, University of California, School of 
Business Administration. This discussion is presented simply as an interesting proposal 
of what might be done in making utility financing through securities more attractive 
to investors, as well as more useful in raising the necessary capital for the issuing 
companies. It will be understood, of course, that all changes in dividend pay-out policy 
must be considered cautiously and with due regard for the reputation which a given 
class of securities has established among the investors, and their confidence in the 
same. 








ADVANCE PLANNING FOR UTILITIES PAYS OFF 


When newspaper editors periodically assign reporters to articles on what the local 
city will look like some years ahead, the invariable suggestion is that the reporter 
start out with the public utility companies. They are supposed to have a pretty good 
idea, because it is their service responsibility, as well as good business, to be fore- 
handed, not only on trends and directions of population shifts, but also the likely 
changes in the character of various areas and neighborhoods. But do the public utility 
companies actually plan ahead as they should? If so, how do they do it? How is the 
master plan and the subordinate planning and the co-ordinated plan, and the conti- 
nuity organized? Thomas E. J. Keena of the editorial staff of The Hartford Courant 
became intrigued with this specialized phase of public utility operations and has 
made his own investigation of who, how, and why public utility companies plan ahead. 





* 


Al ae Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Just as sure as if it coined actual cash 
the work done by our “Bill Frequency 
Analyzer” * will swell your company 
coffers! 

The work it does produces rate 
analyses faster and more accurately 
than amy other method —a sure pro- 
tector of profitable rate revenue when 
done on a monthly basis —a real boon 
when rates are reviewed. 

Complete monthly analyses by the 
“One Step” method give you an al- 
ways true picture of your rate reve- 
nues, never a distortion such as occurs 
when a few months ‘sampling’ is used 
as a check. This is of paramount im- 
portance when submitting figures to 
Rate Commissions, and when the fig- 
ures are compiled by R & S they really 


rate in rate cases. 


Money maker 


or the company and you- 


R & S specializes in serving utility 
companies all over the country — we 
know your problems, know how to 
interpret your requirements and give 
you any break-down in report form 
you may require... minimums, de- 
mand rates, and so on. 

We can conclusively prove to you 
that our “One Step” method of rate 
analysis will make money for the com- 
pany and you — all we need is a sam- 
ple of your billing sheet, a copy of 
rate schedules and an estimate of the 
number of customers billed at each 
rate, and your frequency table require- 
ments. From these we can give you an 
estimate of costs and a time table for 
production — both will be eye-open- 
ers! Write Dept. P today. 





RECORDING & STATISTICAL CORPORATION 
“Your key to better figures since 1911” 
100 SIXTH AVENUE - NEW YORK 13, N. Y. 


* exclusive with R & S —the oldest and largest punched card service bureau in the United States, offering every 
hcility for swift, accurate data processing — continuing or peak-load. 
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“There never was in the world two opinions alike.” 
—MONTAIGNE 





SUMNER H. SLICHTER “During recent years, conditions and institutions in 
Economist, Harvard University. the U. S. have been changing in such a way as to make 
the economy less and less prone to move in a cyclical 
fashion.” 
¥ 


Lewis L. Strauss “[Atomic power plants] constructed by the govern- 

Chairman, Atomic Energy ment on a cost-plus-fixed-fee basis afford no realistic 

Commission. estimate of how costs can be reduced under competitive 
conditions.” 


© 


FRANK T. Bow “Actually it is not a benevolent Uncle Sam or ‘the 
U. S. Representative from Ohio. government’ that lends the money for the construction 
of federal power projects. It is we taxpayers. The money 
advanced or invested in these projects comes in the main 
from the use of federal income taxes, paid of course 
by corporations as well as individuals.” 


ry 


WILLIAM HENRY CHAMBERLIN “In a nation so large as the United States and so 
Writing in The Wall Street varied in social and economic traditions and conditions, 
Journal. complete centralization of power in the federal govern- 

ment is undesirable and probably unworkable. It would 


be well to consider carefully the implications not only 
of the Fifth but also of the Tenth Amendment: ‘The 
powers not delegated to the United States by the Consti- 
tution, nor prohibited by it to the states, are reserved 
to the states respectively or to the people!’ ”’ 


¥ 


WittiaM H. GRIMES . it is beyond argument that you cannot have a 
Columnist. strong policy—national or international—if you have a 
weak nation. And it is beyond argument that a strong 
nation cannot be fabricated from a group of commu- 
nities where the citizen is indifferent, where law and 
order can be flouted; that you cannot make a strong 
whole out of weak parts. More than fifty years ago 
Lord Bryce, the British student of the American polit- 
ical scene, found that the greatest failure in the Ameri- 
can political structure was in local government. That 
still is true and it will remain so unless a vigilant press 
and a vigilant citizenry force changes.” 


* 


Harotp W. Metz “From the standpoint of the government, the private 
Formerly senior staff member, enterprise system is a source of revenue out of which 
The Brookings Institution. public services are financed. The more government com- 
petes with private enterprise by producing goods and 
services itself, the less will private enterprise produce 
out of which taxes can be paid to support the govern- 
ment. The smaller the sector of private enterprise that 
can be taxed, the greater must be the amount of taxes 
imposed upon the enterprises that remain and the in- 
dividuals connected with them. The higher the burden 
of taxes on the individual, the less is his liberty to spend 
his income as he desires, or to conduct his affairs as he 
desires.” 


“é 
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Help yourself, Mr. Executive, 


...to the perfect place to grow 


In America’s rich Industrial Heartland—Ohio, Pennsylvania, neem 
Satan Fagin: A N GROUP COMPAN 
West Virginia, Kentucky, New York, Virginia and Maryland— sepaaeantliahy sah. antemmmiien al 


there’s natural gas in abundance to help you produce better—for UNITED FUEL GAS COMPANY 


less. It’s a precision tool, an economical fuel, and one of nature’s iauene temas Connie 


‘ . Central Kentucky Natural Gas Compan 
most versatile raw materials. Virginia Ges Distribution Corporation 


Add these other advantages . . . Markets, Materials, Labor, * COLUMBUS GROUP COMPANIES 
99 NORTH FRONT STREET, COLUMBUS 15, OHIO 


a 
Transportation, Reasonable Taxes . . . and you will see why it’s THE OHIO FUEL GAS COMPANY 


The Perfect Place To Grow. Natural Gas Compariy of West Virginia 
* PITTSBURGH GROUP COMPANIES 
80@ UNION TRUST BUILDING, PITTSBURGH 19, PA. 


{ THE MANUFACTURERS LIGHT AND HEAT COMPANY 
Binghamton Gas Works 
i Cumberland and Allegheny «> Company 


The Keystone Gas Company, Inc. 
Home Gas Company 


120 EAST 41ST STREET* NEW YORK 17, N. Y. 





Longer engine life 





One of 9 reasons why you'll find 


International Trucks 


cost least to own! 


INTERNATIONAL engines are all-truck 
built. They are not adapted from pas- 
senger car designs—they contain no 
passenger car parts. 

Every component of every INTER- 
NATIONAL engine is built to do a 
truck-sized job—built to give you 
longer engine life. 

The pictures below show you some 
of the other reasons why INTERNA- 
TIONAL Trucks will save you money 
over the years. Actual records kept 


4 Lasting, usable all-truck power with 
six-cylinder, high torque engines. Timing 
gears are precision machined ‘for longer, 
quieter operation. Sturdy, heat-treated 
crankshafts have big bearing areas for 
trouble-free operation. 





4 True geometric steering for safer, eas- 
ier handling and short turning circles. 
Steering gears are mounted ahead of the 
front axle. Steering wheel is located in a 
natural, comfortable position. Power 
steering available on all models. 


by fleet operators prove* that INTER- 
NATIONALS cost least to own! By 
spending more to build a truck—by 
putting more quality into it— INTER- 
NATIONAL gives you a truck that costs 
least to operate. 


If you want to save real money in 
operating your trucks, the man to see 
is your INTERNATIONAL Dealer. Give 
him a ring today! 


*Signed statements in our files, from fleet opera- 
tors throughout the U.S., back up this statement. 


® Seventeen factory-built bodies—3 pick- 
ups, 4 utilities, 1 panel, 1 Travelall,® 4 
stakes and 4 platforms—104 combinations 
of bodies and models. Small or large 
loads, light or heavy, INTERNATIONAL 
meets all your requirements exactly. 


5 Safe, straight-line stops with less pedal 
pressure. Longer lining life with self- 
centering, self-energizing brakes that 
evenly distribute stopping effort over en- 
tire lining area. Powered brakes standard 
or available on all models. 





INTERNATIONAL HARVESTER CoMPANY, CHICAGO 


Motor Trucks « Crawler Tractors 
Construction Equipment * McCormick® 
Farm Equipment and Farmall® Tractors 


3 Exclusive Comfo-Vision cabs featur 


colorful good looks, roomy comfort anfifher¢ 
life-saving safety. Soft, 3-men-wide sea’ 200 
plenty of head and leg room maké driv’ 
ing easier, less tiring. Wide, undistorte 
vision and low sloping hood. erent 


omb 


6 Transmissions and rear axles in 


range of models are offered in a wicle V 
riety of combinations to meet evry T 
quirement. You get the right capacity 4 
proper final drive ratios for both speé 
and power . . . most economical operatio 


Dash deigied 


berauie 





here are 27 basic conventional INTERNATIONALS in this 
200 through 22,000 lbs. GVW class . . . 104 different 
ombinations of bodies and models. Powered by 14 dif- 
freni engines, gasoline and LPG, with up to 212 hp. Every 


Long, strong front and rear springs 
cushion the load and driver against road 
shocks and vibrations. Designed for better 
loa! support, smoother riding and longer 
life. Rear-shackled front springs increase 
Stability and life. 


4932615 


8 All-wheel-drive Internationals have the 


extra traction and pull needed for all off- 
highway operations. Completely factory- 
built with 7,000 to 33,000 lbs. GVW. Low 
height with ample ground clearance. Com- 
plete selection of equipment. 








component of every model is built to save operating and 
upkeep costs... built to last and make more profits for you. 
Other INTERNATIONAL public utility trucks include all- 
wheel-drive models with 7,000 to 33,000 lb. GVW ratings. 


World’s most complete line. There is 
Pp 


an INTERNATIONAL “tailor-made” for every 
truck job, 44 tonners to 90,000 pounders. 
Choice of 4-wheel, 6-wheel and all-wheel- 
drive models, conventional and COE de- 
sign. Every one built to cost least to own. 
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FIRST UNIT 


Sam’s first Unit Substation was installed on an 
electric utility system in 1931. It is still in opera- 
tion, still carrying load. 


This is the story of “SUBSTATION SAM” 

and a quarter century of great importance 

to the electrical industry. 

It’s the story of 25 years of 

Unit Substation progress. mn 


Mi 











29 Years of Helping Flectrify Ameri AR 


a , 
| APPLES For SALE/ 
_ "ALSO sugsTaTIONSLL, 











The depression years momen- Sam’s Mobile Unit Substation, In ’39, Sam found industry still 
tarily diverted Substation Sam’s 3 dubbed the “‘Utility Fire Engine,” 4 “buying a carload of copper” to 
sales attention... appeared on the scene.... distribute plant power.... 














ground—helped eliminate drudg- helped speed mechanization and Sam’s Load-Center Unit Sub- 


- Sam moved his Substation under- ] Sam’s Control-Center Substation 8 Buildings big or small rely on 
ery, speed mine electrification. automation in industry. stations. 








The introduction of Load-Center 
Unit Substations meant ‘‘More 
Power to America...” 








Sar:’s Substation has‘‘taken root.”’ 
His influence affected numerous 
product developments. 


2 5 ann iversary 


OF THE UNIT SUBSTATION 


TH!IS YEAR, Substation Sam 

has joined the 

Quarter Century Club. 

His first Unit 

Substation has completed 

25 years of 

continuous service. 

To celebrate the occasion, 

an outstanding 

“Silver Anniversary 

Technical Library”’ has been 
prepared and we’d like to send you - 
copies of the handsome booklets ~-= °- 
that make it up. Why not take a 
minute to fill out the coupon below? 





Have you seen Sam’s 
Silver Anniversary Technical Library? 


Section D512-15A 
General Electric Co., Schenectady 5, N. Y. 


Please send me, without charge, copies of the booklets that make up your Silve 
Anniversary Technical Library on Unit Substations. 


COMPANY NAME. 


ADDRESS. 


Progress ls Our Most Jiimaechins Product 


Reem 





COMMONWEALTH SERVICES INC. 


New York, N. Y. Jackson, Mich. Washington, D. C. Houston, Tex. 


300 PARK AVENUE, NEW YORK 22, NEW YORK 


COMMONWEALTH ASSOCIATES INC. 


The Commonwealth Professional Engineering Organization 


Whether in general operations, financing, engin 
ing or other business matters, the consulting 
advisory services of Commonwealth can be of ma 
rial assistance. . 

These services are integrated with the pi 
and policies of client management in accomp 
ing the desired objectives. Commonwealth ext 
ence is built on work covering many states 
companies, in operations varying from a few 
ployees to thousands, and in projects from a 
dollars to many millions. 

Commonwealth is an independent organiza 
built on a business record of 50 years, and w 
owned by officers and employees. 

Let our booklet tell you more. 


FINANCIAL TAXES 

RATES DEPRICIA 

INSURANCE ACCGUNTI 

PURCHASING 

GAS OPERATIONS 

CORPORATE 

PENSIONS AND WELFAF: 

BUSINESS DEVELOPMEN’ 

INDUSTRIAL RELATIONS 

PUBLIC RELATIONS 

STOCK TRANSFER 

PROXY SOLICITATIONS 

GENERAL CONSULTATICN 

ENGINEERING— 
CONSULTING AND D<SIGN 
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Christmas Gift f 
Order Form 

‘ 


: 


er for Subscription Rates) 





Christmas Gift Order Gorm 


Please send, as a gift from the undersigned, 26 issues of Public Utilities 
Fortnightly beginning with the first issue of January, 1957 


a 


(Please Print) — 
~ Street and Number _ 


Zone =——“‘i‘é‘SStat@ =r Province 


MY NAME _ 


ADDRESS 





FIRST CLASS 


PERMIT NO. 
(Section 34.9, P. 


Washington, 


BUSINESS REPLY CARD 
No Postage Stamp Necessary if Mailed in the United States 
3¢ — POSTAGE WILL BE PAID BY — 


PUBLIC UTILITIES REPORTS, Inc. 
332 PENNSYLVANIA BUILDING 


WASHINGTON 4, D. C. 


1466-R 
L. & R.) 


DB OC. 


Public 
Utilities 
fortnightly 


Annual Subscription Ra 


United States and 
possessions 


Pan American Countries $15 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 


Vast growth of the Utility Industry 
has had its share of financial complexities. 
However, close to the pulse of the finan- 
cial world and to the Industry itself, our 
specialists continue to reach ahead with 
new and sound approaches. 

Whether an undertaking of capital plan- 


ning, financing, or cultivation of the finan- 
cial community—our Analytical Studies, 
Seminars and Round Tables may prove 
valuable aids to your company’s future. 

For more information, call Public Util- 
ities Department at DlIgby 43500 or 
write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $123,000,000 


WituraM N. Enstrom, Chairman of the Board 


Total Assets over $1,500,000,000 
Ricuarp H. West, President 


Public Utilities Department—-Joun F. Cups, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





TOMORROW 
ready to help you 
Harness the Atom 





ready to meet your 
immediate needs 
for Electric 

Power Production 









: : Serving power plant needs of 
Pioneer Service & Engineering Co. Bee By industries and Utes 


231 SOUTH LA SALLE STREET e CHICAGO 4, ILLINOIS — Send for our descriptive booklc!, 
_ “Pioneering New Horizons” 
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DECEMBER-JANUARY 





Thursday—20 


Northeastern Weed Con- 

trol Conference will be 

held, New York, N. Y. 

Jan. 10-12, 1957. Advance 
notice. 


Friday—21 


American Institute of Elec- 

trical Engineers will hold 

national symposium on 

electronics, Washington, D. 

C. Jan. 14, 15, 1957. Ad- 
vance notice. 


Saturday—22 


Doble Engineering Com- 
pany will hold annual con- 


ference of clients, Boston; 


Mass. Jan. 14-18, 1957. Ad- 


vance notice. 


Sunday—23 


Canadian Association of 
Radio and Television 
Broadcasters will hold TV 
clinic, Toronto, Ontario, 
Canada. Jan. 17, 1957. Ad- 


vance notice. 





Monday—24 


Southeastern Electric Ex- 

change, Personal Adminis- 

tration Section, will hold 

mecting, Washington, D.C. 

Jan. 17-19, 1957. Advance 
notice. 


g 


Tuesday—25 


Merry Christmas, 1956! 


Wednesday—26 


Southern Gas Association 
will hold round-table con- 
ference, Dallas, Tex. Jan. 
18, 1957. Advance notice. 


Thursday—27 


American Institute of 

Electrical Engineers will 

hold winter general meet- 

ing. Jan. 21-25, 1957. Ad- 
vance notice. 








Friday—28 


New England Gas Associa- 

tion, Operating Division, 

wi'l hold meeting, Boston, 

Muss. Jan. 23, 1957. Ad- 
vance notice. 


Saturday—29 


Pennsylvania Gas Associa- 
tion will hold midwinter 
sales conference, Philadel- 
phia, Pa. Jan, 25, 1957. 
Advance notice. 


Sunday—30 


Southern Gas Association 

will hold accident preven- 

tion round-table confer- 

ence, Birmingham, Ala. 

Jan, 25, 1957. Advance 
notice. 


Monday—31 


Industrial Heating Equip- 
ment Association will hold 
meeting, Washington, D. 
C. Jan. 28, 29, 1957. Ad- 


vance notice. 


@ 





JANUARY 


Tuesday—1 


H ppy New Year, 1957! 





Wednesday—2 


American Water Works 

Association, New York 

Section, will hold midwin- 

ter luncheon, New York, 

N. Y. Jan. 29, 1957. Ad- 
vance notice. 





Thursday—3 


Missouri Valley Electric 
Association will hold in- 
dustrial and commercial 
sales conference, Kansas 
City, Mo. Jan. 31-Feb. 1, 
1957. Advance notice. 





Friday—4 


National Association of 

Purchasing Agents, Public 

Utility Buyers’ Group, 

will hold annual midwinter 

conference, Louisville, Ky. 

Feb. 3-5, 1957. Advance 
notice. 
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Coal and the 


Utilities 
The electric utility industry is now the best customer of 
the coal industry, surpassing even the railroads in 
recent years. But the increasing requirements of the 
nation’s economy for heating fuels of all kinds has 
created changing patterns for fuel markets and indus- 
trial operations. 


By THE HonorasBtE TOM PICKETT* 


s the principal source of energy for 
the generation of electric power, 
bituminous coal must be available 

in increasing quantities as generating 
capacity moves sharply upward. To con- 
tinue to supply fuel efficiently and eco- 
nomically, the coal industry is making re- 
markable progress in both production and 
preparation of its product. The drastic 


*Former U. S. Representative from Texas and 
now executive vice president of the National Coal 
Association, See, also, “Pages with the Editors.” 


reduction in cost of producing a kilo- 
watt-hour of electricity—brought about 
through upgrading of coal and improved 
combustion methods—stands as a tribute 
to the genius and co-operation of the coal 
and electric utility industries. 

Because of the close relationship be- 
tween coal and electric power, utility ex- 
ecutives will find it to the advantage of 
their own industry—directly or otherwise 
—to be at all times cognizant of factors 
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influencing coal’s position. Some of the 
coal industry’s problems, along with a 
few noteworthy accomplishments, are de- 
scribed herein. 

The interdependence between coal and 
electricity was once described in this way 
by a utility company: “The miracle of 
electricity is the climax of an industrial 
romance involving closely co-ordinated 
teamwork between the coal and electric 
power industries.” 

The courtship began in 1882 with the 
consumption of five tons of coal daily in 
the boilers at Consolidated Edison’s Pear] 
Street station in New York city. This 
match blossomed without restraint for 
nearly half a century, or until gas and oil 
began to press for the favor of the electric 
utility business. The intrusion reduced 
bituminous coal’s apportionment of fuels 
consumed by the utilities from 83.6 per 
cent in the 1925-29 period to 62.9 per 
cent in 1953. Meanwhile, the sensational 
rise in generating capacity increased over- 
all fuel demand to such an extent that the 
36,000,000 tons of coal supplied to the 
power companies in 1925-29 spiraled to 
112,000,000 tons in 1953. 


— holds a tremendous advantage in 
reserve strength, and it has long been 
acknowledged that any infatuation on 
the part of the utilities with oil and gas 
would of necessity be temporary. Of the 
total mineral energy reserves in the United 
States, coal accounts for 92 per cent, while 
oil and natural gas together make up al- 
most 14 per cent. The remaining 63 per 
cent belongs to the vast stores of shale 
lying within the Rocky Mountain empire. 
At present rates of production, the known 
reserves of coal would last nearly 2,000 
years, with the life index of oil stocks 


DECEMBER 20, 1956 


PUBLIC UTILITIES FORTNIGHTLY 


now set at twelve years; for natural gas, 
life index is twenty-two years. 

Thus nature endowed coal with the 
wherewithal to become the life partner of 
the electric utilities, and this fuel’s success 
as a suitor has become more apparent since 
1954 when coal began its recovery—per- 
centagewise—in the utility market. Dur- 
ing that year the coal industry supplied 
66 per cent of the total fuel that went to 
generate electricity; for 1955 the figure 
was 69 per cent, and the trend is continu- 
ing upward. 

Despite this happy outlook, however, 
the blissful relationship is still confronted 
with serious problems for which neither 
industry is responsible. Rail freight rates 
have been one reason for persistent head- 
aches, for which some utilities and coal 
companies have been able to find relief in 
water transportation. This solution is be- 
coming increasingly popular wherever 
mines and power plants are not “land- 


locked.” 


A FLEET of jumbo cargo barges under 
construction in Nashville will be 
added to a flotilla of other coal carriers 
for use on the Ohio and Mississippi rivers. 
They will be engaged in moving coal from 
Uniontown, Kentucky, to the Black Point 
plant of the Tampa Electric Company, 
the first major utility in Florida and the 
Gulf area to use coal for electric power 
generation. 

The inland waterway fleet participating 
in this operation will include a total of 44 
barges, some with a capacity of 3,500 tons 
and others equipped to carry 1,500 tons. 
They will move their cargo to a new 
marine transfer facility south of New 
Orleans, where the coal will be shifted 
onto 10,000-ton barges for the trip 




















through the Gulf of Mexico and Tampa 
Bay. Three such barges—each as long as 
one and one-half football fields—are be- 
ing made ready for the new project, which 
is expected to get under way in the spring 
of 1957 and will continue under a 20-year 
contract. 

Tennessee river barges carried a total 
of about 5,500,000 tons of coal to TVA 
electric generating plants during the year 
ending June 30, 1956. Parenthetically, it 
is interesting to note that steam capacity 
of the TVA electric system now accounts 
for 65 per cent of the total, as compared 
with only 14 per cent in 1949. As coal con- 
sumption by this electric system has in- 
creased, barge transportation has also 
moved sharply upward. Other principal 
rivers serving the public utility and 
bituminous coal industries include the 
Monongahela, Kanawha, Allegheny, and 
the Illinois. In all, barges moved more 
than 52,000,000 tons of bituminous coal 
and lignite on inland waterways in 1954, 
the latest year for which an official tabu- 
lation is available. There is no question 
but that the 1955 figure was much greater 
and that it will be exceeded in 1956. 


HE economy in water transportation 
is emphasized in the sharply increas- 
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ing tonnages of coal accompanying the 
trend to build electric plants on navigable 
waterways. In selecting locations for 
Atomic Energy Commission plants, one 
requirement was that coal could be 
brought in by barge from producing areas 
to generating stations. Twenty-one elec- 
tric plants are now located on the Ohio 
between Pittsburgh and Cairo. They gen- 
erate ten times as much power as the eight 
located along that stretch of river pro- 
duced in 1941. 

Along the Mississippi river system are 
already 44 unloading docks operated by 
the electric utility industry. Common- 
wealth Edison of Chicago, the largest coal 
consumer among the utilities, has five coal 
docks in Chicago and one at Joliet. Other 
companies receiving huge tonnages of coal 
via water include Consolidated Edison in 
New York city, Philadelphia Electric 
Company, Duquesne Light Company, 
Ohio Edison Company, Appalachian 
Electric Power Company, Cincinnati Gas 
& Electric Company, Indiana & Michigan 
Electric Company, Kentucky Utilities 
Company, Union Electric Power Com- 
pany, Interstate Power Company, Illinois 
Power Company, Alabama Power Com- 
pany, and Dairyland Power Co-operative. 

In looking to waterways for shipping 


“As the principal source of energy for the generation of electric 
power, bituminous coal must be available in increasing quan- 
tities as generating capacity moves sharply upward. To con- 


tinue to supply fuel efficiently and economically, the coal indus- 
try 1s making remarkable progress in both production and 
preparation of its product. The drastic reduction in cost of 
producing a kilowatt-hour of electricity—brought about 
through upgrading of coal and improved combustion methods 
—stands as a tribute to the genius and co-operation of the coal 
and electric utility industries.” 
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greater and greater tonnage, the coal in- 
dustry has come back to the medium 
which took care of practically all trans- 
portation when mining was in its infancy 
in this country. The first shipment of coal 
mined commercially was sent down the 
James river in 1758, and as early as 1789 
coal was moving on the Monongahela on 
keel boats. Before the dawn of a new cen- 
tury it was being shipped on the Ohio 
river to Fort Washington (now Cincin- 
nati); in a few short years this service 
was extended to Louisville, then down the 
Mississippi to New Orleans. 


eaters transportation got off to a 
mighty start with the growth of the 
coal industry partially because the streams 
themselves—by the erosion of their banks 
—disclosed the whereabouts of coal re- 
serves. Just as oil industry pioneers 
learned of the existence of petroleum 
caches by observing the slick on a stream’s 
surface—in the days before divining rods 
and twigs achieved their popularity as 
forerunners of the magnetometer and 
other modern devices—the budding coal 
operator utilized this geological service of 
nature and began digging in the vicinity 
of outcrops gleaming at water’s edge. 
When the nation was in its infancy, 
proximity to a waterway was a prereq- 
uisite in the planning of a population 
center. Thus, with early mines also located 
on streams, coal was transported almost 
exclusively on water until railroads be- 
gan to make their appearance midway in 
the nineteenth century. At first this in- 
novation had little effect on demand for 
water transportation, since by now the 
country was highly conscious of the value 
of coal for both domestic and industrial 
use and for the time being there was busi- 
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ness enough for everyone engaged in the 
coal-carrying trade—whether by river, 
canal, railroad, or turnpike. 


AS rails were extended, however, the 
lines began to acquire the bulk of 
the coal-hauling business. When the U. S. 
entered World War I 97.7 per cent of 
America’s bituminous coal output was 
transported by rail. Trucks began to come 
in for a small share in the 1930’s, and for 
the five-year period following the close of 
World War II, the transportation score 
board gave rails 86.1 per cent of the coal 
business, water 4.8 per cent, and trucks 
9.1 per cent. Since then, railroads’ slip 
is showing to a far greater extent, with 
the location of electric plants on navigable 
rivers obviously a major factor. 
Currently only about 77 per cent of the 
total bituminous coal output moves by 
rail, whereas waterways now account for 
more than 10 per cent of the business or 
twice their share of a decade ago. As gen- 
erating capacity is increased on river sites, 
railroads’ losses to waterways are ex- 
pected to become even more pronounced. 
It has become axiomatic for the utili- 
ties to seek other avenues of coal delivery 
or other fuels if freight rates cannot be 
satisfactorily adjusted. As recently as 
1954 large coal tonnages of the Duke 
Power Company were retained only by 
means of a reduction of 35 cents per ton 
in the rates on fine coal to the Carolinas. 
Except in instances where railroad man- 
agement takes intelligent cognizance of 
the potential loss of business and is willing 
to reduce rates, the utilities’ flight from 
rail-delivered coal continues at a rapid 
pace. 
It is probably no secret that a power 
company in southern California is con- 
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Atomic Impact on Coal 


& — operators foresee the eventual entry of the atom into the electric 

power business. They do not oppose competition from this new 
source of energy supply if it 1s developed by private enterprise. They 
vigorously object to this or any other form of competition that ts created 
by government subsidization. Recalling the federal invasion of the power 
business through hydroelectric installations, the coal industry will con- 
tinue to oppose similar moves that may be made during the 85th Congress 
through the medium of the so-called ‘crash’ program—or whatever other 
means might be employed to forward the case of the socialist planners.” 





sidering the use of coal in one of its gen- 
erating plants, contingent upon freight 
rates from mines in the Rocky Mountain 
region. 


HE coal pipeline in eastern Ohio was 

constructed by an Oklahoma firm, 
normally a sign that one of coal’s major 
competitors is entering a new market or 
stepping up its delivery potential. Instead 
of carrying oil or gas, however, the pipe- 
line will move 1,200,000 tons of coal per 





year from Belmont county, Ohio, to the 
Cleveland Electric Illuminating Com- 
pany’s generating plant at Eastlake. At 
the entry of the pipeline, specially pre- 
pared coal will be crushed and mixed with 
water to form a slurry, which will then 
be propelled by pumps through the lines 
at a rate of three to four miles an hour— 
the same rate at which oil moves through 
pipelines. 

Cleveland Electric’s engineers estimate 
that the Cadiz-to-Eastlake project will 
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produce a savings of more than one mil- 
lion dollars per year over conventional 
shipping methods. This economy, com- 
bined with the “assured delivery” factor, 
would appear to emphasize that the pipe- 
line must be reckoned with as a source of 
competition for all railroads serving gen- 
erating plants—at least those within close 
proximity of coal-producing areas. 

For moving coal from mines to gen- 
erating plants over short distances, the 
conveyor belt is proving most satisfac- 
tory. A 44-mile belt is carrying coal at 
the rate of 800 tons an hour from a mine 
to Ohio Power Company’s 400,000-kilo- 
watt Muskingum river plant near Beverly, 
Ohio. The coal moves through a wooded 
countryside, up and down hills, across 
several rural roads, over a state highway, 
and across the 500-foot wide Muskingum 
river. 

A private 6-mile railroad, to be built 
and operated by the supplying coal com- 
pany, will connect a mine with what is to 
be the world’s largest generating unit, a 
$58,000,000 plant of the Indiana & Michi- 
gan Electric Company on the Wabash 
river south of Terre Haute, Indiana. In 
the Clinch river area of Virginia, Ameri- 
can Gas & Electric is putting up a 450,- 
000-kilowatt plant and is investing extra 
money to build cooling towers because 
freight-free fuel outweighs lack of suffi- 
cient water. 


ar emer electric power transmission 

over greater distances offers another 
approach to the problem of constantly in- 
creasing freight rates on coal. The high- 
est voltage now in commercial service in 
the United States is 330,000, but utility 
experts believe that it will eventually be 
possible to operate 500,000-volt wires, 
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thereby decreasing line losses and permit- 
ting farther transmission. Under such cir- 
cumstances, more and more generating 
stations would be located at the mine 
mouth. 


NDUSTRIES requiring vast amounts of 
electric power are setting up plants in 
the midst of rich coal areas. An aluminum 
industry is being established along the 
Ohio valley in West Virginia and Ohio, 
with plants under construction by Kaiser 
Aluminum & Chemical Corporation and 
Olin Revere Metals Corporation. The 
significance of the program bringing coal 
into the aluminum picture for the first 
time was explained by Philip Sporn, presi- 
dent of the American Gas & Electric Com- 
pany, which will supply electric power for 
the new industry. Mr. Sporn said: 


Studies . . . revolved around the re- 
lated economics of fuel cost for electric 
power, consumed virtually as a raw ma- 
terial in aluminum production, vis-a-vis 
proximity to markets, and involved gas, 
oil, water power, and coal. 

As the demand for gas rose, so did 
the cost. It was soon evident that a point 
would be reached in the then not-distant 
future when the price of natural gas at 
the well would be pretty much in line 
with that of oil and with coal at the 
mine mouth. That point has been 
reached today. 

As for water power, the diminishing 
number of remaining hydroelectric sites 
that are economically desirable, coupled 
with a severe limitation from which 
even the best of them suffer in being 
remote from centers of industrial ac- 
tivity and from markets, relatively 
makes hydro also unavailable as a 
source of large power supplies required 
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for the coming expansion of the Ameri- 
can aluminum industry. That is almost 
completely so as far as the United States 
is concerned. 

This brings coal and coal-based gen- 
eration sharply into the picture. Where 
this coal lies on navigable water, and 
this is true in a large section of the 
Ohio valley, it offers today an ideal 
combination of favorable economic fac- 
tors for the development of large-scale, 
economical coal supplies required in 
large aluminum reduction operations. 

From a long-range viewpoint, this is 
even more promising. This is due to the 
fact that, where the coal reserves are 
ample, it is possible in many cases to 
develop operations at sites where re- 
serves of from fifty to one hundred 
years can be made available. To this is 
added the fact that the technology of 
steam-electric generation is not only in 
a very highly advanced state in the 
United States, but there is great 
promise of further advances. 


pena coal will provide the energy for 

producing the power that will serve the 
aluminum smelting plant to be built by 
Aluminum Company of America near 
Evansville, Indiana. The mining company 
which has contracted to supply the coal 
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has reserves of more than 180,000,000 
tons for handling its long-term commit- 
ments. 

After a superficial examination of these 
and other prospects for coal, the casual 
observer might come to the conclusion 
that the industry’s future will follow a 
favorable pattern that has already been 
cut out for it, that all coal needs to do is 
grow with the broadening economy. The 
truth of the matter is that the coal indus- 
try must maintain an advance position 
throughout the general upturn. Because of 
the uncertainty of world affairs it is de- 
sirable that the industry maintain con- 
siderable excess capacity if all demands 
are to be met in emergency periods. The 
industry’s progress must therefore not be 
retarded by unnecessary roadblocks. It is 
to the mutual interest of coal and its con- 
sumers, and it is essential to the public 
welfare, that clear right of way be pro- 
vided. 


N the coal industry’s determined effort 

to offer the most Btu’s at competitive 
costs in the fuels market, utilities have co- 
operated in protesting mounting freight 
rates. Understandably, this meeting of 
minds has not carried into the battle 
against some of the other threats to coal’s 
economic betterment. In the case of im- 


“In the coal industry's determined effort to offer the most Btu’s 
at competitive costs in the fuels market, utilities have co-op- 
erated in protesting mounting freight rates. Understandably, 


this meeting of minds has not carried into the battle against 
some of the other threats to coal’s economic betterment. In the 
case of imported residual oil, for instance, advantageously 
situated utilities have accepted this foreign fuel because it has 
been available at prices below the delivered price of any 


domestic product.” 
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ported residual oil, for instance, advan- 
tageously situated utilities have accepted 
this foreign fuel because it has been avail- 
able at prices below the delivered price of 
any domestic product. Yet, many in the 
utilities industry must certainly sympa- 
thize with the efforts of coal people in 
seeking federal legislation to place a rea- 
sonable limitation on the amount of for- 
eign residual oil that may enter this coun- 
try. 

In the first place, the coal industry can- 
not be expected to follow through with a 
vigorous expansion program if its mar- 
kets are usurped by alien products. Over- 
production and depressed prices which 
are a consequence of such conditions do 
not make for a healthy situation in any in- 
dustry, particularly in one where efficiency 
of operation depends in large measure 
upon consistency of operation. 


O' equal importance is the national 
security consideration. When mining 
companies are deprived of legitimate mar- 
kets, it is not good business to expand 
capacity or even keep properties in a 
“ready” status. Should another emergency 
develop, traffic in ocean shipping lanes 
would be disrupted and tanker movement 
menaced. As in the past, the utility com- 
panies now on foreign oil would turn to 
the coal industry to meet the resultant 
deficits, but the ability of our industry to 
satisfy the new demand would depend di- 
rectly upon the strength that it was able 
to muster in the interim period. 

From 1938—the year preceding the out- 
break of World War II]—through 1944, 
America’s bituminous coal requirements 
increased by 75 per cent. Fortunately, time 
was on our side and the coal industry had 
ample opportunity to expand capacity. In 
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any new conflict, it is doubtful that the 
free nations would have anything ap- 
proaching seven years to prepare for 
their major campaigns. 


Avorn issue of concern to segments 
of both the coal and utility indus- 
tries is the dumping of natural gas into 
electric-generating plants during the non- 
heating season. Gas at bargain rates is of 
course an attractive commodity to pur- 
chasing agents, but none should lose sight 
of the fact that Mother Nature’s gas re- 
serves cupboard is already showing signs 
of growing thin. As the search for this 
fuel is intensified, production costs go up. 
Again, coal must be ready to take over. 
We in the coal industry believe that we 
are justified in asking for a cessation of 
the gas-dumping practice, not only be- 
cause it is contrary to accepted standards 
of competition in a free economy, but also 
because it tends to deter our industry from 
preparing for its future assignments. 

Another of coal’s problems which 
should have the attention of those who 
must rely upon coal in the years ahead is 
the inequitable rate of depletion allow- 
ance granted by present law. Whereas 
both oil and gas are granted 274 per cent, 
coal is allowed only 10 per cent. In order 
to attract the necessary capital to main- 
tain and expand coal’s productive capac- 
ity, the coal industry should be granted a 
more adequate rate. 

The development of an atomic electric 
power industry resolved itself into an is- 
sue of extreme controversy during the 
past year, but here coal and the utilities 
have thus far been in general agreement 
regarding the federal government’s par- 
ticipation in the program. Both industries, 
recognizing that opportunities for fur- 
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ther socialization of the electric utility 
business abound within federal reactor 
projects, have protested attempts of fed- 
eral power advocates to secure U. S. 
Treasury funds for plants that would go 
beyond the experimental stage. 


pan operators foresee the eventual 
entry of the atom into the electric 
power business. They do not oppose com- 
petition from this new source of energy 
supply if it is developed by private enter- 
rise. They vigorously object to this or any 
other form of competition that is created 
by government subsidization. Recalling 
the federal invasion of the power business 
through hydroelectric installations, the 
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coal industry will continue to oppose 
similar moves that may be made during 
the 85th Congress through the medium of 
the so-called “crash” program—or what- 
ever other means might be employed to 
forward the case of the socialist planners. 


HE electric utility industry will pro- 

vide all the power that is needed, when 
it is needed, without undue interference on 
the part of the federal government. 
Similarly, to continue as the utilities’ life- 
time partner in power, the coal industry 
needs only to be freed of the unfair re- 
straints and unfair competition that have 
been imposed through unwise government 
policies. 





How to Go Backward 


“<7: of the most common complaints levied against our hit- 
and-miss system of letting people choose their own oc- 
cupations is that the country has no way of being sure we will get 
the right number of doctors, engineers, schoolteachers, and the like. 
“How much better it would be, say the planners, to have a gov- 
ernment bureau give some conscious thought to this—plan for this 
many medical or engineering students this year so that we would 
have the proper number of doctors or engineers a decade hence. 
“Well, in 1949 the Labor Department surveyed the situation and 
advised college students that there was an oversupply of engineers 
and would be ‘for several years.’ Now, says the chairman of the 
Atomic Energy Commission, ‘we are paying a heavy price for such 
errors. Engineering was de-emphasized at a time when we should 


have been building a reservoir of skilled man power. . 
lost both valuable time and talent.’ 


. we have 


“To be sure, this is hindsight. Nobody can blame the Labor De- 
partment for not seeing the 1956 situation in 1949. 

“But just the same it’s too bad too many young people heeded 
the prophecies of statistical projection by the experts. And it’s a 
darned good thing the government didn’t have the power to control 
people on the basis of the experts’ predictions and that a few young- 
sters decided to disregard the good advice. Otherwise we'd have 


even fewer engineers. 


“It wouldn’t take much of this kind of forward planning to make 


us a backward nation.” 


—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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Regulatory Check List for State 
Security Issue Cases 


What do state public utility commissioners think about ; what tests 
do they apply; and what rules do they follow in cases before them 
involving applications by utility companies for security issues? 
Here is a down-to-earth, practical description of the standards and 
routines which this author believes state commissions will find 
helpful in handling such proceedings fairly and with dispatch. 


By THE HonoraBLE JOHN P. THOMPSON* 
MEMBER, COLORADO PUBLIC UTILITIES COMMISSION 


TILITY plant expansion has been so 
rapid, these recent years, that in- 
ternal funds have been wholly in- 

adequate to the need. State regulatory 
agencies have consequently noted an in- 
crease in the number of applications for 
approval of utility security issues. Prop- 
er evaluation of these applications re- 
quires marshaling of all the pertinent 
data. This article is intended as a guide in 
this important commission function. 
Larger companies, adjusted to regula- 
tion, routinely assemble and bring for- 
ward at these hearings the data usually 
required for final, and favorable, resolu- 
tion of these applications. However, 


*For additional personal note, see “Pages with 
the Editors.” 
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smaller companies, exempted from some 
of the requirements of the Uniform Sys- 
tem of Accounts, and inexperienced in 
regulatory practice, often overlook data 
the commission may consider to be im- 
portant. These stripling companies are 
less able to withstand economic reverses: 
their investment and clientele being small- 
er, they are more likely to be wiped out 
by unfortunate financing agreements. 
Regulatory agencies consequently exam- 
ine applications of smaller companies 
closely ; but they do so under handicap of 
limited basic data on the company’s books, 
and lack of knowledge on the company’s 
part as to what information is ordinarily 
desired. 

It may be of value to these companies, 
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therefore, as well as to the regulatory 
agencies, to have a regulatory check list 
(which is different from a security ana- 
lyst’s list) of the information which may 
be desired. Finding no such list in my re- 
search, I have composed one for my own 
use, and offer it now for whatever value 
it may have. It can doubtless be improved. 
Suggestions from readers will be grate- 
fully received. 


oes following questions cover a broad 
area; the list will of course be abbre- 
viated in dealing with large, long-estab- 
lished utilities. In particular cases, answers 
to some of the questions may indicate 
that more detailed investigation is war- 
ranted along the lines suggested by the 
question. The list is only a guide, not a 
mechanical device for evaluating pro- 
posed security issues. Nevertheless, it is 
hoped that it will prove to have some value 
to the reader. 


1. Does the commission have juris- 
diction over the securities of this type 
company ? 

2. Does the commission have juris- 
diction over the type of security which 
is to be issued? 

3. Is the proposed use of the pro- 
ceeds a use for which the commission 
is authorized to approve a security is- 
sue? 


The first problem which requires reso- 
lution in every security proceeding is the 
jurisdiction of the commission to act at 
all. This is a matter of statute entirely; 
the local statute should be reviewed fre- 
quently. It is enough here to say that 
three jurisdictional aspects are usually in- 
volved: the type of company whose se- 
curities are to be regulated, the type of 


security which is to be issued (some stat- 
utes exempt short-term financing from 
commission regulation), and the purpose 
for which the funds are being obtained. 
This jurisdictional check-off, while it is 
usually academic, sometimes turns up in- 
teresting problems. A recent one, for ex- 
ample (New Mexico),? was whether the 
commission has authority to approve a 
note and mortgage, the proceeds of which 
were to be used for nonutility purposes. 
Under some statutes, the commission may 
lack authority to approve a stock split, 
particularly if the assigned value per 
share is not being reduced accordingly 
(Wisconsin)*; or to approve stock is- 
sued pursuant to an employee stock plan 
(Maryland).® 
4. What beneficial use is to be made 
of the proceeds? 
5. Upon what data were the esti- 
mates of capital requirements based? 
6. Will internal funds be used to the 
extent possible, to provide for some or 
all of these requirements? 
7. Is the entire amount needed now, 
reasonable to accomplish the objec- 
tives? 


Hers determined that we can act, 

we turn to the propriety of acting. 
We look into present and estimated fu- 
ture growth, and the present need of the 
company to do any outside financing at 
all. In this regard, it is pertinent to in- 
quire into the methods used to forecast 
future demand. It must be confessed that 
the great value of this inquiry is usually 
in obtaining business growth information 
useful in discharging other commission 

1 Re City Gas & Electric, Inc. 12 PUR3d 378. 


2 Re Community Teleph. Co. 8 PUR3d 107. 
8 Re Baltimore Transit Co. 4 PUR3d 151. 
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duties, rather than in the case at hand, 
but the information obtained here comes 
from well-qualified informants, and it is 
well to get it while we can. 


8. Does the information which is to 
be given to the public amount to a full 
and fair disclosure? 


HIs will be recognized as a blue-sky 
inquiry. Many state securities laws 
specifically exempt from their operation 
utility securities issued under supervision 
of a utility regulatory agency. We thus ap- 
pear to have some duty to the investing 
public with respect to such statutes, even 
though in many instances, and particu- 
larly in private placements, the investor 
is an informed investor. Doubtless it is 
difficult in these times of the Uniform 
System of Accounts to conceive of kited 
property values and such, but the instance 
has been known, and it does no harm to 
make just one more verifying check. It 
will be remembered that the smaller utili- 
ties, class C and D, are not required to 
set their books up on an original cost ba- 
sis. 
The Uniform System, usually relied 
upon as a guide to sound financial prac- 
tice, therefore cannot be relied upon, as 
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to smaller utilities. Review of the infor- 
mation which is to be given to the public, 
by prospectus or otherwise, therefore 
seems warranted in all instances exempt 
from other state or federal regulation, to 
insure a full and fair disclosure. 


9. Will the company’s income be 
sufficient to meet, with a reasonable 
margin of safety, the fixed charges in- 
volved? 


This is not a blue-sky consideration, 
as it may appear; its significance is regu- 
latory. 


bene obligation to pay dividends on 
common or preferred stock is often 
considered to involve less hazard than ob- 
ligations arising from debt securities. All 
will agree, however, that the passing of 
any payment is damaging to the com- 
pany’s reputation, and tends to result in 
higher cost of future capital. Security 
buyers and regulatory agencies in com- 
mon, therefore, seek assurance that out 
of present income, the company will be 
able to meet the proposed fixed charges 
promptly, with some margin of safety 
against declining revenues. 

Of many methods used to make this 


proceeding is the jurisdiction of the commission to act at all. 


q “THE first problem which requires resolution in every security 


This is a matter of statute entirely; the local statute should be 
reviewed frequently. It is enough here to say that three juris- 
dictional aspects are usually involved: the type of company 
whose securities are to be regulated, the type of security which 
is to be issued (some statutes exempt short-term financing from 
commission regulation), and the purpose for which the funds 
are being obtained. This jurisdictional check-off, while it ts 
usually academic, sometimes turns up interesting problems.” 
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evaluation, the more common ways are to 
calculate, in connection with a proposed 
debt issue, the number of times the total 
interest charges would be earned on a pro 
forma basis, before income taxes, for the 
latest fiscal year of record; or, in connec- 
tion with a cumulative stock issue (divi- 
dends not being tax deductible), the num- 
ber of times the total interest charges and 
annual dividend requirements would be 
earned after income taxes on a pro forma 
basis. 

In applying any method, the economic 
hazards of the area served must of course 
be considered : such hazards, for example, 
as the cyclical nature of the area’s econ- 
omy; in agricultural areas, the effect of 
moisture or lack of it, say on pumping 
load; and the significance of single large 
industries, not only as to load, but also 
the effect on the entire community if shut 
down due to strike or other hazard. 


10. What percentage of total capi- 
talization will have voting rights? 


Having determined that we can and 
should act, and that the proposal is finan- 
cially feasible, we inquire whether the fi- 
nancial structure of the company will be 
sound after the transaction is completed. 
It is pertinent to inquire, at this stage of 
the proceeding, about voting control, debt 
ratios, fixed charge position, and the con- 
dition of the company in light of its like- 
ly future need for outside capital. 


I’ this capital-gains conscious era, in- 
quiry into the percentage of the total 
capital which has voting rights is becom- 
ing increasingly significant. A growing 
number of companies appear to be pur- 
chased or founded, not so much with a 
view to long-continued operation, as with 
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eyes fixed upon capital gains prospects. 
This is not evil; still, it must be recog- 
nized that some of the financial and con- 
trol methods used in maximizing capital 
gains may occasionally conflict with 
sound regulatory practice. 

Occasionally a purchase will be fi- 
nanced (usually by an insurance com- 
pany) on a fixed-charge basis, the only 
voting stock being issued for the small 
“down payment” which the financing 
agency requires of the promoter. The fi- 
nancing agency settles for severe protec- 
tive provisions, but takes only default 
voting privileges. If the company makes 
a reasonable profit, the dollar amount re- 
maining after fixed charges constitutes a 
rather high percentage return upon the 
small amount of common stock. This 
combination of high-control leverage and 
large percentage return upon common 
stock offers an opportunity to make star- 
tling capital gains, percentagewise, as debt 
is amortized, particularly if funds avail- 
able for dividends are used for debt 
reduction. Such situations may tend natu- 
rally to divert the attention of manage- 
ment from public service to financial 
manipulation. 


HE regulatory problem is that these 
mathematics also operate in reverse; 
a small dollar recession can quickly re- 
duce revenues to the point where nothing 
remains—or worse, a deficit—after fixed 
charges. The thin margin of risk capital 
is then wiped out, and the company faces 
critical financial problems. The service to 
the public certainly falters, if it does not 
stop entirely. 
Regulatory agencies therefore do not 
routinely approve a thin equity compo- 
nent, merely because the promoter and fi- 
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Management’s Financial 
Control 


enone through statutes of various 
states is a thread clearly seen: The 
generally accepted view that the choice of 
the method of obtaining the money and 
the selection of the various terms upon 
which the securities are to be offered ts a 
function of management, in which the 
commission should not attempt to inter- 
vene, subject only to the paramount re- 
quirement that the method and terms not 
be contrary to the public interest.” 











nancing agency are willing to risk it. 

Opinions differ as to what the mini- 
mum percentage of risk capital should be. 
However, the Federal Power Commis- 
sion seems to feel that common equity even 
for a natural gas company should not drop 
below 15 per cent.* The financing of Pa- 
cific Northwest Pipeline Corporation,® in 
connection with its new line, was also un- 
dertaken on that basis. 


11. Is the financial statement, upon 
which capitalization ratios are calcu- 
lated, current? 


5 ese latest annual report is usually en- 

tirely satisfactory, when adjusted to 
show changes in short-term debt and se- 
curity issues, if any, occurring since it 
was compiled. 





4Re Permian Basin Pipeline Co. 3 PUR3d 286; 
Re Northwest Nat. Gas Co. 6 PUR3d 403, 415. 

5 Re Pacific Northwest Pipeline Corp. 11 PUR3d 
390. 
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12. What is the company’s debt ra- 
tio, actual and pro forma? 


O’ capitalization ratios, the debt ratio 

probably receives the greatest atten- 
tion. In raising a given amount of capital, 
when interest is tax deductible, net in- 
come will of course be improved, through 
tax savings, if debt securities are issued, 
rather than equity securities. In addition, 
when cost of capital is considered, debt 
capital is low-cost capital, tending to- 
wards lower rates. It is therefore general- 
ly advantageous to issue debt securities to 
the limit which is safe for the long pull 
for the particular utility. If management 
refuses to do it, regulatory agencies have 
been known to strive for lower rates by 
assigning hypothetically higher debt ra- 
tios in rate cases, in the case of companies 
whose securities the commission does not 
regulate, computing cost of capital then 
on the basis of these hypothetical ratios. 

















Where the company’s securities are reg- 
ulated by the commission, it naturally de- 
termines, at the time it considers the se- 
curity issue, whether the resulting ratio 
would be acceptable in a rate case. 


5 hen is a ceiling to debt ratios, of 

course. Increasing debt ratio finally 
lowers the company’s financial rating, 
with the result that it will be required to 
offer higher yields to dispose of future 
security issues of all types. The hazards 
inherent in using up the company’s avail- 
able “bondable additions,” thus hampering 
it in obtaining additional funds, are also 
present. Also, service of fixed charges may 
become a critical problem in an economic 
recession. 

Again, there is no fixed percentage of 
debt applicable to all utilities, where it 
may be said that the advantages and dis- 
advantages are in equilibrium. Certainly, 
the stability of revenues of any company 
has a bearing upon the extent to which it 
may rely upon debt service capital. Per- 
haps large electric companies with diver- 
sified loads, and thus with stable reve- 
nues, can safely have higher debt ratios 
than say telephone companies. In two 
cases, both involving long-term assured 
revenues from government AEC con- 
tracts, SEC on the particular facts ap- 
proved electric utility debt ratios of 94.2 
per cent and 97} per cent.® On the low 
ratio side, it is often said that the Bell 
system is too conservative in contending 
for a consolidated debt ratio in the range 
of 35 per cent; still, it must be recognized 
that management has a long-term respon- 
sibility, as to financial stability, which no 
commissioner has. 


Re Mississippi Valley Generating Co. 7 PUR3d 
408; Re Ohio Valley Electric Corp. 9 PUR3d 584. 
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13. Is any major expansion on the 
horizon, beyond the presently proposed 
expansion? 


| Bncamemerncte this present financing 
may adversely affect future financing 
which may foreseeably become necessary. 
Large amounts of capital are of course 
more readily obtained with senior securi- 
ties than with capital stocks. Bondable 
additions have already been mentioned. 
Entirely aside from considerations of 
higher costs of future financing, then, it 
may be important for the company to be 
gathering strength now, by concentrating 
for the present on equity issues, if there 
is likelihood of heavy new demand for 
outside capital in the foreseeable future. 


14. Is the term of the financing com- 
mensurate with the use which is to be 
made of the proceeds? 


The method of financing proposed 
should be in harmony with the proposed 
use of the funds obtained. This is a ques- 
tion of long- and short-term financing. 
Although the markets for the two types 
of funds are not identical, there is a rec- 
ognizable relationship between prime 
rates of interest, upon short-term bank 
loans, and rates for longer terms, the 
longer-term rates usually being higher. 
The lower short-term rates may thus ap- 
pear more attractive to management. But 
utilities necessarily have a very high fixed 
investment in plant, when compared with 
other industry; the cost of this plant is 
recovered only over many long years. It 
is an uncompromising certainty, then, 
that short-term loans are going to have 
to be refinanced, if the proceeds go into 
plant or working capital. In this era of 
rising national income, the Federal Re- 
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serve Board has repeatedly raised the dis- 
count rate, as part of its effort to control 
the boom. This causes a rise in interest 
rates. 

The short-term borrower, by put- 
ting off the day of long-term refinancing, 
has therefore found itself obliged to pay 
higher rates when it did refinance, pre- 
cisely because it put off its long-term fi- 
nancing. 


I the economy were to go the other way, 

the short-term borrower needing to 
refinance in the face of declining reve- 
nues, and with short-term money already 
committed in plant, might find itself un- 
able to refinance. As financial difficulties 
breed more financial difficulties, this em- 
barrassment might be only the beginning. 


15. Is the source of the proposed 
new capital a related company? 


Having now arrived at approval of the 
issue in the form and size proposed, our 
concern becomes to be assured the money 
will be obtained at minimum cost. 

If this company is obtaining its long- 
term funds from a related company, fur- 
ther examination of the transaction may 
be warranted. This company may possibly 
be hampered in expansion; its ability to 
obtain funds may be limited to the other’s 
ability to supply them. It may be that this 
company is growing large enough that it 
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should begin to obtain its own money, 
thereby establishing channels and reputa- 
tion for future financing. At minimum, it 
would appear that any savings the related 
company is able to make should be passed 
along to this one. 


16. Is the issue to be competitively 
bid? 


The problem of competitive bidding is 
one of many facets. It should be the sub- 
ject of a separate paper ; space limitations 
here prevent any extended discussion of 
the dangers, real and imagined, of pri- 
vately negotiated placement of securities. 
The principal claimed advantages of com- 
petitive bidding seemingly lie in the ap- 
pearance of blamelessness; preventing any 
one financial house from staking out a 
claim upon companies in your state; and 
the conclusiveness, if the issue is entirely 
disposed of without difficulty, that the best 
price obtainable was had. 


i on the other side are grave 
risks. None of us needs to be told 
the damaging consequences to a company 
of failure to place all of an issue. Indeed, 
it is to insure that all of the issue will be 
taken that we have the underwriting in- 
dustry. 

Nor is a company in the best po- 
sition to negotiate privately, after it has 
failed competitively. Too, the time lag be- 


ties, where it may be said that the advantages and disadvan- 


q “_.. there is no fixed percentage of debt applicable to all utili- 


tages are in equilibrium. Certainly, the stability of revenues of 
any company has a bearing upon the extent to which it may 
rely upon debt service capital. Perhaps large electric companies 
with diversified loads, and thus with stable revenues, can 
safely have higher debt ratios than say telephone companies.” 
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tween the decision to raise capital, and 
the actual placement, may itself result in 
loss, as the door of risk is necessarily held 
open for a longer period. The expendi- 
ture required even to make a competitive 
offering also deserves consideration. Fi- 
nally, many small companies, and some 
issues of larger companies, are too small 
to arouse competitive interest. 


Hus, though the theoretical advan- 

tages of competitive bidding may be 
set in a bed of thorns, it would seem that 
the advantages and disadvantages should 
at least be considered in each instance. In- 
deed, many commissions have rules which 
require that it be considered. I have made 
no study to determine what percentage of 
the time the rule was waived. From the 
fact that many industrial and large utility 
issues still go competitive, we may con- 
clude that competitive bidding does offer 
advantages in certain instances. Perhaps 
the very next one you consider will be 
such a one; you will never know, unless 
you examine it to see. 


17. How was the estimate of cost of 
servicing the security issue made? 


Unless competitive bidding is had, in- 
quiry appears to be in order to determine 
whether the service charges involved are 
reasonable. They should bear reasonable 
relationship to the prime rate of interest 
and to recent offerings of similar type by 
similar companies, in the circumstances 
of the case; any significant differences 
from previous similar issues of the com- 
pany would appear to warrant explana- 
tion. 


18. If the security is a bond or pre- 
ferred stock, what redemption privi- 
leges does it contain? 
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HESE securities are ordinarily made 

redeemable at some premium above 
par, so that the company may refund 
them if more favorable financing condi- 
tions occur in the future. Provisions that 
no redemption shall be permitted for the 
first three years, or five, or that the maxi- 
mum premium shall apply for such a pe- 
riod, are not usually considered objection- 
able.? The amount of the premium is of 
particular concern. A common premium 
seems to be the amount of one year’s in- 
terest; thus a 5 per cent preferred stock 
sold at $100 par would be redeemable in- 
itially at 105, the price decreasing to 100 
over a period of years. 


19. If the issue is being offered to 
present stockholders: (a) how was the 
offering price determined; (b) what is 
the book value of present issues of the 
same kind; (c) give examples of re- 
cent arm’s-length sale prices of similar 
securities of the same company; and 
(d) what is the company doing with a 
view to obtaining the largest possible 
placement ? 


Space does not permit analysis of the 
many problems involved in offering se- 
curities to present stockholders. Pre-emp- 
tive rights aside, there appear to be many 
considerations on both sides, for and 
against. However, if the company does 
turn to its stockholders, it may be disap- 
pointed (a blow to its prestige and to 
management) if the price is a little too 
high; and the risk is run that the com- 
mission may give the company unfortu- 
nate publicity, if it deems the offering 
price to be too low. The propriety of 





7 Re Brooklyn Borough Gas Co. 60 PUR NS 193; 
Re Kings County Lighting Co. 62 PUR NS 193. 
oe Re Long Island Lighting Co. et al. 73 PUR NS 
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Built-in Investor Protection 


. hema provisions demanded by security purchasers require that 

the company-engage in certain named conservative business practices, 
so that the property pledged, and the fixed charges involved, will certainly 
be secure. Thus, for example, a limit may be placed upon the amount of 
total debt the company may incur, in relation to tts fixed assets; or it may 
be required to establish a maintenance and depreciation fund, into which 
say 15 per cent of gross revenues must be paid annually. There are many 
ways of getting at the same end result, but, in every case, protection of the 

security holders is the objective.” 








compensating security dealers, as a meth- 
od of encouraging them to seek out 
subscribers, thus increasing the likelihood 
of success, is thoroughly considered in 
Pusiic UTILities ForTNIGHTLy, No- 
vember 11, 1954, page 617,° and Febru- 
ary 17, 1955, page 177.*° 


20. What is the justification for the 
particular level of placement costs? 


aera costs — underwriting costs 
and finders’ fees—vary greatly, de- 
9“A Technique of Offering Common Stock 
through Rights,” by John F. Childs. 


10 “Management Looks at Dealer Compensation,” 
by Jackson Martindell. 
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pending upon a multitude of factors, in- 
cluding the bargaining situation, so that 
no great degree of precision is possible 
in evaluating their reasonableness. Past 
experience of the company with the finan- 
cial agency is pertinent, however. The 
circumstances and places of the meeting 
between the two are often helpful. The 
absence of business or other relationship 
between officials of the two organizations 
also tends to relieve strain. 


21. What are the particular amounts 
of the placement and preparation ex- 
penses involved in this issue? 

22. Is the company prepared to 

















make a report to the commission after 
the transaction is completed, showing 
proceeds, expenses, and their account- 
ing disposition? 


Preparation . expenses — registration 
and filing fees, taxes, printing, mailing, 
attorneys’ fees, transfer agent fees, com- 
missions paid dealers, etc.—are neces- 
sary expenses of the actual issuing proc- 
ess. 

As they do not vary greatly, accord- 
ing to the size of the issue, they will bulk 
large in a small issue, but are insignificant 
in a large issue. Either way, possible sav- 
ings appear to be minor, as the dollar to- 
tal of the items is small. As a matter of 
routine, it is considered desirable to re- 
quire a report of the particular expenses 
incurred to be filed when the transaction 
has been completed. 


| eas in passing, it is no answer to any 
problem, of course, to say that these 
and other expenses are not our concern, 
since they are ordinarily not taken “‘above 
the line.” If stockholders are to remain 
content and the company’s reputation is 
to flourish, the number of expenses a 
company can absorb is limited. Experi- 
ence indicates that sound, stable compa- 
nies give the public the best service. Each 
expense should therefore have merit. 


23. How was it determined that the 


offering should be made at this time, 
rather than at some later time? 


The rule of thumb in the utility indus- 
try seems to be: get the money when you 
need it. As these companies are in the busi- 
ness for the long term, this dollar-aver- 
aging policy is doubtless a sound one. 
However, a difference of even a few 
weeks in timing may make considerable 
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difference in the cost of servicing an is- 
sue. It is this short-term timing which 
concerns us, as it is probably the most 
important of the delicate arts of obtain- 
ing money at the lowest cost. As nearly as 
I can determine, people are just born with 
this talent. For those not so fortunately 
endowed, surely all know that Irving 
Trust Company keeps a diary of pro- 
posed financing, so that a company may 
choose as slack a time as possible to offer 
the new securities. This of course is only 
one factor of many involved, but no 
doubt it is some help. 


24. What protective provisions are 
required of the company? 

25. In light of its recent financial 
history, what changes in its financial 
policy will it have to make to comply 
with the protective provisions? 


Ye provisions demanded by 

security purchasers require that the 
company engage in certain named con- 
servative business practices, so that the 
property pledged, and the fixed charges 
involved, will certainly be secure. Thus, 
for example, a limit may be placed upon 
the amount of total debt the company may 
incur, in relation to its fixed assets; or it 
may be required to establish a maintenance 
and depreciation fund, into which say 
15 per cent of gross revenues must be paid 
annually. There are many ways of getting 
at the same end result, but, in every case, 
protection of the security holders is the 
objective. So far as I have been able to 
determine, the NARUC Committee on 
Corporate Finance has never made any 
recommendations as to standardizing or 
limiting indenture provisions. Although 
its provisions are directed at protection of 
investors and at codifying a trustee’s 
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duties under an indenture of trust, and 
not at utility regulation, mention should 
be made of the Trust Indenture Act of 
1939 (15 USCA 77 aaa to bbbb). 

While these conservative practices are 
usually of the exact kind the regulatory 
agency would like to see adopted, and are 
therefore approved routinely, they can be- 
come onerous. When this happens, the 
company is placed in a financial strait 
jacket, and may lose the flexibility which 
it must have in its operation, if it is to 
serve the public efficiently. Thus the Cali- 
fornia commission recently rejected, as 
being too inflexible, a protective provision 
which would have prohibited a utility from 
doing any further financing unless in do- 
ing so it could keep its debt ratio under 
50 per cent.” 


26. Is this proceeding being co- 
ordinated with such proceedings as may 
be required before SEC, FPC, and the 
state securities agency, so that any 
securities issued will be lawfully issued ? 


IX many instances, the security issues of 
the company being considered are sub- 
ject to regulation by both federal and 
state governments. However, when this 
occurs, it is ordinarily not a question of 





11 Re Southern California Gas Co. 9 PUR3d 104. 
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which power may eclipse the other, but 
only a matter of seeing that indeed all 
clearances which need to be had, have been 
obtained. 


” the investor-protection, or blue-sky 

field certain clearances may be required 
from the Securities and Exchange Com- 
mission pursuant to the Securities Act of 
1933 (15 USCA, § 77), the Trust Inden- 
ture Act of 1939, noted above, or the Pub- 
lic Utility Holding Company Act (15 
USCA, § 79); or from your state securi- 
ties commission. On the utility regulation 
side, if the company is an electric utility 
subject to the jurisdiction of the Federal 
Power Commission, regulatory approval 
of that agency may (with certain excep- 
tions: see 16 USCA 824) be a condition 
precedent to the validity of any securities 
issued. However, if it is a natural gas util- 
ity, even though subject to FPC jurisdic- 
tion, no direct approval or authority of 
FPC is required to issue and sell securities. 
Nevertheless, certificates of public con- 
venience and necessity issued by FPC to 
such a company should be reviewed, to see 
that the financing proposed is consistent 
with the representations made by the com- 
pany to FPC, and recited in the statement 
portion of the certificate. 


“Most state statutes require that some fee be paid, related to 
the value of the securities to be issued, as a charge for the 
issuance of the certificate authorizing the security to be issued, 


unless the issue is merely a stock split, not increasing total capi- 
tal. The calculation of this fee is a matter of simple mathe- 
matics, unless the company involved happens to operate in more 
than one state. It then becomes appropriate to determine what 
proportion of the proceeds are to be used within the state, so 
that the fee can be assessed on that proportion.” 
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27. How is it proposed to account for 
the expenses and the amortization there- 
of connected with this security issue? 


i peipewngennen must of course be given 
to the accounting treatment of ex- 
penses of issuing the securities. It may be 
that the company will charge them off cur- 
rently; if not, an appropriate amortiza- 
tion period must be determined. A specific 
order setting the period may be desired, 
whatever amortization period the commis- 
sion finally settles upon. 

It will be noted that the accounting 
treatment of expenses connected with is- 
suing debt securities rests upon entirely 
different theoretical considerations than 
the treatment of capital stock expense. 
The Uniform System of Accounts pro- 
vides, in connection with debt expense, 
that unamortized debt expense shall be 
debited to Account No. 140, to correspond 
to a credit to cash in Account No. 120. 
Amortization of debt discount and ex- 
pense is debited to Account No. 531 (be- 
low the line), corresponding to a credit 
to unamortized debt expense, Account No. 
140. 

In connection with capital stock, the 
expense is debited to Account No. 151, 
with credit to cash, Account No. 120. The 
expense is debited to miscellaneous debits 
to surplus, Account No. 414 (a direct 
charge to surplus), with credit to capital 
stock expense, Account No. 151. 


28. What proportion of the proceeds 
of the security issue will be used with- 
in the state? 


Mc: state statutes require that some 

fee be paid, related to the value of 
the securities to be issued, as a charge for 
the issuance of the certificate authorizing 
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the security to be issued, unless the issue 
is merely a stock split, not increasing total 
capital. The calculation of this fee is a 
matter of simple mathematics, unless the 
company involved happens to operate in 
more than one state. It then becomes ap- 
propriate to determine what proportion of 
the proceeds are to be used within the state, 
so that the fee can be assessed on that pro- 
portion. When this proportion cannot be 
determined, due to the particular circum- 
stances of the case, then it is considered 
proper to use the proportion of the present 
total assets of the company which are 
situated within the state as the basis for 
calculating the fee. 


29. Are any of the aspects of the pro- 
posed issue which we feel are deficient, 
of such grave consequence that we must 
affirmatively find that it would be con- 
trary to the public interest to allow these 
securities to be issued upon the terms 
proposed ? 


W: have now gleaned all of the in- 
formation which we need, to de- 
termine what action is indicated. This in- 
formation in mind, we ought again to 
consider the basic statutes under which we 
authorize securities to be issued. Running 
through statutes of various states is a 
thread clearly seen: The generally ac- 
cepted view that the choice of the method 
of obtaining the money and the selection 
of the various terms upon which the securi- 
ties are to be offered is a function of man- 
agement, in which the commission should 
not attempt to intervene, subject only to 
the paramount requirement that the 
method and terms not be contrary to the 





12 Lake Superior Dist. Power Co. v. Public Serv- 
ice Commission (Wis Sup Ct 1947) 71 PUR NS 
317, 250 Wis 39, 26 NW2d 278. 
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public interest. A North Carolina court 
even went so far as to say that the debt 
ratio remains a matter of managerial dis- 
cretion until it reaches the point of danger 
of insolvency, thereby affecting the ability 
of the utility to serve the public. 


HE regulatory authority granted in 

many statutes, including Colorado’s, 
is carefully couched in such language that 
the commission has bare authority only to 
approve or to disapprove the issue, and 
to do nothing else. This is in keeping with 
the widespread belief, evidenced by the 
decisions, that as management is in the 
market place and aware (as the commis- 
sion cannot be) of the many intangibles 
present there, and has the full burden of 
the risk of loss if its judgment is bad, the 
commission should not attempt to substi- 
~ 18 Re Milwaukee Gas Light Co. (Wis 1946) 63 
PUR NS 158; Re New York State Electric & Gas 


Corp. (NY 1953) 98 PUR NS 251; Re Pioneer 
Nat. Gas Co. (NM 1955) 8 PUR3d 31. 

14North Carolina ex rel. Utilities Commission 
v. Carolina Teleph. & Teleg. Co. (NC Super Ct. 
1955) 8 PUR3d 439. 
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tute its judgment for that of management 
except in the most clear-cut cases, and 
then only if it affirmatively finds that the 
public will be injured by the proposed 
security issue. 


= may be expected that the great ma- 
jority of security applications will be 
approved. Any sound, carefully considered 
financing plan will hold up under close 
scrutiny. Proper and regular use of a com- 
plete check list usually results in reassur- 
ance to a commission that all is well, for a 
utility management which carefully as- 
says its financing requirements and oppor- 
tunities is likely to be equally efficient in 
its service to the public. Properly per- 
formed, therefore, a security proceeding 
is a very satisfying one, one which re- 
freshes a commission’s faith in the effi- 
ciency of management. For its part, man- 
agement likes to see the matters it has so 
carefully worked out, receive careful at- 
tention. Regular use of such a check list 
therefore has much to recommend it. 





Magpies Ring Aussie Phones 


pee are being blamed for a record number of mysterious 


telephone calls. 


When complaints were received that phones would ring at all 
hours, technicians investigated hundreds of miles of telephone wires 
and noticed a number of magpie nests on telephone poles. Further 
study revealed that the magpies, who like to use metal strips to 
build nests, were working scraps of wire into the telephone lines. 
These produced electrical impulses, sometimes enough to set off 
switches in automatic exchanges and dial a number. 

As quickly as linesmen pulled down the nests, the magpies rebuilt 
them with discarded bits of telephone wire. Finally it was decided 
to build special nests for magpies, suspended by a small metal 
bracelet from the top crossarms of telephone poles, well above the 
sensitive wiring. More than 100 such nests have been erected and 
the magpies no longer interfere with the telephone system. 
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Transit Survival Poses “Ingenious 
Paradox” 


The paradox of the transit industry today may be stated simply in 
two propositions: (1) Never in the history of the country has the 
outlook for increased demand and expanded facilities for public 
transit been so plainly indicated as in this day of rapid creation 
and growth of cities, suburbs, satellite cities, and newly developing 
residential areas generally. (2) Never has the outlook for over-all 
prosperity for the transit business been so cloudy. 


By HERBERT BRATTER* 


HE “most ingenious paradox” posed 

in Gilbert and Sullivan’s Pirates of 

Penzance has nothing on the para- 
dox posed to the cities of this and other 
countries by the transit industry. For, as 
our cities grow in population and area, 
spreading ever farther into the suburbs, 
the maintenance of transit services be- 
comes ever more indispensable, while the 
numbers of riders, revenues, and profits 
decline and operating costs mount. The 
private automobile has a double responsi- 
bility here: (1) the decline in transit 
patronage in the face of growing popula- 
tions, and (2) the interference with the 





*Economist and author of business articles, resi- 
dent in Washington, D. C. For additional personal 
note, see “Pages with the Editors.” 





flow of city traffic which thereby increases 
transit operating costs. 

The short-range economic outlook for 
transit is bleak, whether it operates under 
private or municipal ownership. Yet, un- 
til the day arrives when there are really 
“two cars in every garage” and a garage 
with every housing unit, we are going to 
need transportation for the public. Hence, 
even though some transit companies have 
been driven to the wall, the function of 
public transit must somehow go on. There 
must be service that is commensurate in 
some limited degree, at least, with the 
population growth and community de- 
velopment. Indeed, the very evolution of 
new suburbs and satellite cities creates en- 
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tirely new transit service demands over 
and above the improvement and expan- 
sion of existing facilities. 


se the years more and more com- 

panies have passed into municipal 
ownership. This change merely transfers 
the headaches from business management 
to public officials and, of course, the ever- 
burdened taxpayer. City officials realize 
that operating transit lines is a thankless 
job without the prospect of profit. Public 
ownership, we have learned, does not in- 
crease revenues or diminish costs. Rather, 
it tends to aggravate waste and inefficiency, 
opens the door to graft, and makes a per- 
fect setup for ever-increasing union de- 
mands and featherbedding practices. 
Groping for a way out of the dilemma 
other than by public operation, more and 
more officials are turning to the possibili- 
ties of tax relief for privately owned 
transit and even outright public subsidy 
of private companies. 

In this avenue of thinking there is logic, 
for to burden a sick industry with taxes 
makes no more sense than to overload and 
belabor a sick horse. Like the latter, the 
sick industry needs medicine, not more 
problems. Based upon Census Bureau pro- 
jections of population and the trends of 
city expansion we have seen since the war, 
we can be certain that the nation’s transit 
needs will continue to grow over the next 
decade and more. In other words, the 
transit problem is not going to shrink. 
Hence the paradox of increasing demand 
against decreasing revenue and profitable 
operations. 

Those who advocate tax relief and sub- 
sidy for transit companies point out that, 
as patronage has been diminishing and 
fares have been rising, more and more of 
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the burden of supporting city transit has 
been falling on the lower-income groups 
who cannot afford the luxury of private 
cars or taxis. In other words, the real eco- 
nomic load falls on that class of society 
least able to bear it. 


Lees by way of an example, consider 

Washington, D. C., where so many of 
the government workers are furnished 
with publicly owned indoor or outdoor 
parking spaces while more and more mod- 
ern office buildings supply parking facili- 
ties for their tenants. In this connection 
the observation is made that even private 
car owners who never, or only rarely, set 
foot inside a streetcar or bus from one 
end of the year to the other are the 
beneficiaries of transit. Therefore, they 
should help, through taxes, to support it. 
Consider the fact that these higher in- 
come groups use the services of household 
help, office help, and many others who are 
regular transit passengers. Suburban 
householders insist upon the maintenance 
of public bus schedules for the benefit of 
their schoolchildren, maids, and cooks, al- 
though they do not themselves use transit 
excepting when their cars are not avail- 
able. They also are beneficiaries of public 
transit services. Without it the value of 
their investment in their businesses and 
homes would decline and in many cases 
the operation of their businesses would 
become unprofitable. 

Testifying at a Senate hearing on the 
District of Columbia in 1955 Robert M. 
Weston, then a member of the District of 
Columbia Public Utilities Commission, 
pointed to this very fact; i.e., that low- 
income groups were subsidizing transit. 
He said: 


The subsidy involved comes out of the 
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lowest-income groups in the District. 
It is the lowest-income groups which 
are compelled to ride transit—the low- 
est 20 per cent income earners. It is 
the thought in connection with promo- 
tion of tax relief, for instance, that as 
transit needs relief the relief ought to 
come out of the general community be- 
cause it is rendering a community serv- 
ice, and that this subsidy, I would want 
it stressed, is being paid by . . . transit 
riders at the present time and not by 


the community at large. The communi- ' 


ty at large, for instance, pays for free 
school lunches, quite properly. 


H“ J. Wacker, Howard University 

professor of sociology, testifying at 
other hearings in Washington in 1955, 
made the point that public transit must 
depend on high population density areas 
in the central part of the metropolitan area 
for profitable operation, areas inhabited 
largely by families in the lower-income 
groups. 

Abandonment of transit services would 
throw an added burden on the city, he 
stated, saying: 

Students of the problems of trans- 
portation and traffic recognize that 
some form of public transit must be 
maintained. This is not merely a recog- 


q 
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nition of the need for public service to 
transport people, but as an essential 
means of reducing the volume of auto- 
mobile traffic. Large urban centers can- 
not provide either adequate thorough- 
fares or parking facilities to handle the 
increase in automobile traffic which 
would result from the abandonment of 
transit service. 


Professor Walker’s last statement is 
confirmed by the situation which prevailed 
in Washington during the 1955 strike 
against the Capital Transit Company, 
when cars were parked in the middle of 
Pennsylvania avenue and all over the city 
in normally prohibited places, while the 
rush-hour traffic jams required almost the 
entire attention of the exhausted police 
force. 


__ financial problem of transit was 
brought forcefully to the attention of 
the Congress by the crisis which developed 
from the Capital Transit Company strike 
of 1955. 

For a while it appeared that the 
District of Columbia would have to run 
the transit system itself. In the act of July 
24, 1956, granting a franchise to the new- 
ly formed D. C. Transit System, Inc.— 
successor to the Wolfson interests—the 


“THE short-range economic outlook for transit ts bleak, whether 
it operates under private or municipal ownership. Yet, until the 
day arrives when there are really ‘two cars in every garage’ and 


a garage with every housing unit, we are going to need trans- 
portation for the public. Hence, even though some transit com- 
panies have been driven to the wall, the FUNCTION of public 
transit. must somchow go on. There must be service that ts 
commensurate in some limited degree, at least, with the popula- 
tion growth and community development.” 
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Congress provided for the determination 
of motor vehicle fuel taxes on the com- 
pany by the operating ratio in such man- 
ner as to avoid reducing the company’s 
rate of return below 63 per cent. In fur- 
ther recognition of transit’s burdens the 
act exempted the new company from the 
D. C. gross sales tax, the compensating 
use tax, the motor vehicles excise tax, the 
mileage tax, and, to the same extent as 
the predecessor company, the taxes im- 
posed upon tangible personal property. 


— nonstrangling taxation and intel- 

ligent fare policies are necessary if 
mass transit is to be kept alive. These 
thoughts are expounded in the following 
statement prepared for Pusiic UTILITIES 
FORTNIGHTLY by former Commissioner 
Weston: 


Costs of transit service, like costs of 
any other utility service, can be equi- 
tably met by the imposition of two 
charges: the “stand-by” charge and the 
“commodity” charge. The commodity 
charge is the transit fare, paid in re- 
spect of service actually used. The 
stand-by charge, which has never to 
date been imposed, would be in respect 
of transit’s indispensable contribution 
to the economic life of the whole com- 
munity, including real estate interests 
and middle- and high-income groups 
who do not personally use transit serv- 
ice. Without transit the lowest-income 
group—the service workers, laborers, 
students, and housekeepers — cannot 
perform their daily functions. Without 
transit, the city is strangulated by auto 
traffic congestion to the economic 
detriment of all. 

The fact is that transit today can no 
longer meet all costs of service, includ- 
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ing the expense of local taxes and capi- 
tal costs, out of the commodity charge. 
The imposition of a charge in respect 
of transit’s contribution of stand-by 
service is necessary. No method present- 
ly exists for measuring an adequate, 
equitable stand-by charge to meet 
transit’s needs. 

However, a start can be made in the 
right direction. If the burden of local 
taxes now paid by transit were shifted 
to other local sources of revenue—prin- 
cipally in effect to real estate taxes— 
the result would be somewhat like the 
off loading of a stand-by cost on the 
community as a whole, which benefits 
from having the transit stand-by serv- 
ice. 

As I have continually stressed, the 
fact is that the community, and par- 
ticularly municipal real estate, must as- 
sume some portion of municipal transit 
costs, in the nature of stand-by charges, 
if private enterprise transit operations 
are to be continued. It is feasible and 
logical to make a start in this direction 
by relocating the burden of local taxes 
which now press transit companies to 
the breaking point. 

Our (District of Columbia Public 
Utilities Commission) Capital Transit 
opinion of January 20, 1954, intimates 
the above, which I later presented to 
the Real Estate Board and civic groups. 


HAT tax relief for transit has already 

been accepted as justifiable by various 
legislative bodies we have already noted. 
This reduces the costs which transit has 
to pay. But it does not actually bring in- 
come to the companies, income which they 
may use to pay other costs. To carry the 


remedy to its logical conclusion transit 
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Public Ownership No Transit Panacea 


“<_)" the years more and more companies have passed into municipal 
ownership. This change merely transfers the headaches from bust- 





ness management to public officials and, of course, the ever-burdened tax- 
payer. City officials realize that operating transit lines is a thankless job 
without the prospect of profit. Public ownership, we have learned, does not 
increase revenues or diminish costs. Rather, it tends to aggravate waste and 
inefficiency, opens the door to graft, and makes a perfect setup for ever- 
increasing union demands and featherbedding practices. Groping for a 
way out of the dilemma other than by public operation, more and more 
officials are turning to the possibilities of tax relief for privately owned 
transit and even outright public subsidy of private companies.” 











will have to be subsidized by the com- 
munity it serves. This means that other 
elements in the community will have to 
submit to special taxation to raise money 
to help meet transit’s costs. Such outright 
subsidy, entailing public education to its 
acceptance, must be based upon careful 
study to determine which groups should 
bear the special transit tax and in what 
proportion and amounts. 

Some useful thoughts on transit stand- 


by subsidy through special taxation are 
contained in an essay, “Transit’s Place in 
the Solution of Urban Transportation 
Problems,” by Warren T. Adams, trans- 
portation engineer, published in June, 
1955, by the Urban Land Institute, Wash- 
ington, D. C. (Technical Bulletin No. 26, 
“Crowded Streets — A Symposium on 
Public Transportation.” ) The fare struc- 
ture must be built on a service charge as- 
sessed on a benefit basis against all resi- 
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dents and commercial property owners 
who are within the stipulated walking 
distance of the authorized minimum serv- 
ice, Mr. Adams holds. The criterion to be 
used for determining the benefits from 
prescribed transit operations, he adds, 
will vary from city to city for both resi- 
dents and commercial property owners. 
The essay suggests the broad principles 
on which the proposed assessments should 
be based for those two groups and how 
they may be geared to passenger fares. 

Under Mr. Adams’ proposal the total 
annual cost to be used in computing the 
service charge would include not only the 
fixed expenditures for overhead and de- 
preciation but the necessary return on in- 
vestment in vehicles and plant as well. 
A large part of the variable operating 
costs, such as operating a bus without any 
passengers, would be covered, as well as 
garage and car-house work, vehicle and 
track maintenance, operators’ wages, fuel 
and power. 


0 the same lines as the foregoing 

is the suggestion in the recent 
Brookings Institution book by Wilfred 
Owen, “The Metropolitan Transportation 
Problem,” that to assist city transit urban 
areas be granted a fair share of state- 
collected highway user revenues either in 
the form of cash grants or by more ade- 
quate state construction of highways in 
urban areas. 

The problem of urban mass transpor- 
tation, which has become so acute with 
the development of the automobile, is not 
going to diminish of its own accord. In- 
stead it will tend to become more and more 
serious as population grows and personal 
incomes rise. Transit companies will con- 
tinue to struggle with the competition of 
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strangling traffic largely composed of 
private cars, unless “something is done.” 
Various “somethings” have been sug- 
gested and in some cases have begun to 
be implemented. Clearly the situation calls 
for radical treatment, which in turn must 
be founded on public understanding and 
sympathy which only a major educational 
effort can instill. Sooner or later the 
masses demanding transportation in our 
cities will come to realize that one way or 
another the community must share in the 
costs. 

Public ownership, it has been amply 
demonstrated in many cities, is no panacea. 
Indeed, there can be no panacea. But some 
of the suggestions quoted in this article, 
novel though they be, are worth careful 
consideration by all concerned. 


eo those who have advanced the 
idea that the community should if 
necessary support transit are Ralph Budd, 
formerly chairman of the Chicago Transit 
Board, and. Werner W. Schroeder, vice 
chairman. Said Mr. Budd: 


Financing of these vital extensions 
of rapid transit is a community re- 
sponsibility, just as is the financing of 
other essential services such as water- 
works, sanitation, and street facilities, 
and parks, because providing traffic 
ways for moving people and goods is 
historically an obligation of the entire 
community. 


A special Seattle, Washington, com- 
mission stated : 


The whole community should bear 
the cost of capital investment and 
amortization, with fares high enough to 
pay only operating costs. 


Seattle’s Mayor Pomeroy is quoted: 














Some portion of any transit opera- 
tion must be considered from the stand- 
point of value received by the entire 
community. 


A similar conclusion is developed in the 
September, 1956, report of the New 
England Governors’ Committee on Pub- 
lic Transportation. 

The report concerns itself mainly with 
bus transit in average-size New England 
cities, although—it states—the basic 
recommendations are also applicable to 
larger metropolitan areas. The 36-page 
printed booklet incorporates a_ report 
made for the committee by Simpson and 
Curtin, a Philadelphia transportation en- 
gineering firm, on the basis of which the 
committee formulated its recommenda- 
tions. The entire report is available from 
the committee’s offices, 1137 Statler build- 
ing, Boston 16, Massachusetts. 

& others previously have done, the New 

England committee suggests that, 
since city transit benefits not only transit 
riders but the whole community, includ- 
ing other users of the streets, one impor- 
tant way to counteract the deterioration 
of the transit business and prevent further 
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municipalization is to give private transit 
companies a fairer tax break. 

In hailing the New England commit- 
tee’s recommendations as holding forth 
for private transit the prospect to get a 
new lease on life, the Providence Journal 
editorially observed : 


The committee is not a front organi- 
zation for the mass transit industry. It 
includes businessmen and public offi- 
cials, economists and university profes- 
sors. But in many respects its program 
reinforces points that mass transit com- 
panies have been trying in vain to put 
across for some time. The report speaks 
with authority and clarity in support of 
an action program. 


iy a nutshell, the action program calls for 
local transit company relief in respect 
to fuel taxes, vehicle registration fees, 
and the gross receipts tax; greater discre- 
tion for managerial fare and service deci- 
sions; adjustment of traffic and parking 
regulations and better planning of new 
highways; renewed attack on rush-hour 
and similar problems; and ingenuity on 
the part of transit management. 

The ailments of city transit need not 
be reiterated here. Suffice it to note that 


“THE problem of urban mass transportation, which has become 
so acute with the development of the automobile, is not going 
to diminish of its own accord. Instead it will tend to become 


more and more serious as population grows and personal in- 
comes rise. Transit companies will continue to struggle with the 
competition of strangling traffic largely composed of private 
cars, unless ‘something is done.’ Various ‘somethings’ have been 
suggested and in some cases have begun to be implemented. 
Clearly, the situation calls for radical treatment, which in turn 
must be founded on public understanding and sympathy which 





only a major educational effort can instill.” 
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public transit’s chief competitor is the pri- 
vate automobile. The New England report 
notes that some of the difficulties of pub- 
lic transit are the result of statutory re- 
quirements which were laid down when 
public transit had a true monopoly. That 
was long ago. Now transit is a highly 
competitive activity and “should be grant- 
ed relief from certain of the arbitrary 
legislative enactments of the past.” 


ie New England report is premised 
on the fact that “the continued ex- 
istence of privately operated transit sys- 
tems is essential to our economy and that 
such systems should be given the fullest 
support and assistance, all to the end of 
meeting the needs of community trans- 
port and of giving proper encouragement 
and assistance to the efforts of private en- 
terprise in meeting these needs.” As a 
means of reducing operating costs of lo- 
cal transit companies it recommends, as 
already mentioned, tax reduction. As to 
fuel taxes, the committee points out that 
although transit buses operate mainly on 
city streets, this tax goes chiefly to fi- 
nance construction and maintenance of 
state highways and recommends that the 
companies be exempted from a portion 
of the fuel tax prorated according to the 
mileage not operated over state-main- 
tained roads and streets. This would 
mean considerable relief for New Eng- 
land transit, for in 1954 in the six New 
England states over 79 per cent of motor 
fuel tax receipts went for state highways. 

Some states already have taken action 
to exempt transit lines from part or all of 
state fuel taxes. The Texas Revenue Act 
of 1955 gave transit relief as to fuel tax 
increases. The federal government also 
has been impressed with transit’s eco- 
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nomic needs, for in the enactment of the 
recent highway program (HR 10660) 
transit companies as therein defined are 
exempted from the special fuel and 
weight taxes contained in the program. 
A committee report on HR 10660 stated: 


The exemption for local mass trans- 
portation is provided because many 
such transportation systems already 
are operating near or below the break- 
even point... 


ye registration fees also are in- 

tended to produce revenues for state 
highways. In New England in 1954 near- 
ly 77 per cent of motor vehicle receipts 
went for state purposes. On this point the 
report argues: 


Such fees can be reduced because of 
the fact that buses render an important 
public service through reducing the 
street space requirements for an equiv- 
alent number of passengers. One bus 
will carry as many passengers, seated, 
as will 30 automobiles at average loads. 
Thus, the greater the bus use, the less 
pressure for more streets and parking 
spaces. Furthermore, bus companies 
carry schoolchildren at much less than 
adult fares, and so render a service 
that, in its absence, would fall upon the 
taxpayers at costs greatly in excess of 
those now current. 


So the committee recommends that 
transit buses pay only a nominal registra- 
tion fee sufficient merely to reimburse 
the state for the cost of the license. 

The gross receipts tax, originally a sort 
of franchise tax imposed upon companies 
having local transit monopolies, is inap- 
plicable to modern conditions and the 
committee recommends its abolition. In 
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Obsolete Restrictions on Transit 


4 at iw New England report notes that some of the difficulties of public 

transit are the result of statutory requirements which were laid 
down when public transit had a true monopoly. That was long ago. Now 
transit is a highly competitive activity and ‘should be granted relief from 
certain of the arbitrary legislative enactments of the past.’ The New England 
report is premised on the fact that ‘the continued existence of privately 
operated transit systems is essential to our economy and that such systems 
should be given the fullest support and assistance, all to the end of meeting 
the needs of community transport and of giving proper encouragement and 


assistance to the efforts of private enterprise in meeting these needs. 


x 99 











New England, apart from a nominal tax 
in Vermont, only Connecticut and Rhode 
Island employ the gross receipts tax on 
motorbuses. The engineers reason that 
there is no more logic to a gross receipts 
tax on transit buses than there would be 
for bakery, milk, or other similar trucks 
using the streets. This tax is doubly un- 
reasonable since transit rates are rigidly 
controlled. 

The gross receipts tax is deemed basi- 
cally unjust, moreover, because it is borne 
mainly by low-income groups today, un- 
like the case when public transit carried 
virtually all the people. 


_ to the foregoing proposals of 
tax relief for city transit on the 
grounds that it is to the interest of the 
community as a whole to avoid the head- 
aches of public ownership and keep pri- 
vate companies in existence is the idea 
published by the Chicago Transit Board, 
as mentioned above. If, as a partial solu- 
tion, automobile owners cannot be per- 
suaded to increase their use of public 
transit, why not add $20 a year or about 
40 cents a week to the city license and use 
the proceeds to support public transit, Mr. 
Schroeder asks. The transit question will 
long remain a primary problem and re- 
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sponsibility of the community and will be 
better solved now than later. In support 
of such a special tax Mr. Schroeder ad- 
duces these arguments: 


(a) Transportation is a community 
problem. It should be a unit in itself. 
The elements which make for the de- 
terioration of public transportation in- 
come should contribute toward the 
maintaining of at least part of the in- 
come which they help destroy. 

(b) The habitual automobile driver 
expects to have public transportation 
available on days when the battery 
gives out or another member of the 
family wants the use of the car or 
when the weather is too bad for auto- 
mobile driving. 

Mass transportation facilities are a 
stand-by service to every automobile 
user. In other utilities such as telephone, 
gas, and electricity, there is a stand-by 
charge which must be paid even though 
no use is actually made of the facility, 
but in public mass transportation there 
has historically been no such stand-by 
charge. Would it not be reasonable to 
assess a nominal charge of that kind 
on those who want the transportation 
available in case of need? 


canes out that the Milwaukee Mu- 

nicipal Public Transportation Study 
Committee found that the city suffers a de- 
ficit of $90 for each motor vehicle in the 
city and assuming that this applies to other 
cities, Mr. Schroeder states that it could 
be argued that it would not be unjust to 
require the motorist to make a contribu- 
tion to the general transportation picture. 
This idea he puts forth not as a conclu- 
sion, but as something for consideration 
and discussion. 
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— from tax relief for transit the 
New England report discusses four 
ways in which state regulatory burdens 
on transit may be lightened. There are: 
(a) to permit greater freedom of man- 
agement; (b) to free transit of arbitrary 
requirements in regard to reduced rates 
for minors; (c) to reduce or eliminate 
“lag” in obtaining needed fare adjust- 
ments with provisions that will not per- 
mit municipalities to defer needed fare 
increases on inadequate and _ specious 
grounds; (d) to use operating ratio as a 
measure of the reasonableness of pro- 
posed fares. (The latter is already being 
done in all New England states.) Some of 
the report’s comments on these four 
points are worth special note here. 

The authors would give private transit 
a free hand to operate such services and 
at such fares as to permit it to compete 
with the private automobile. Regulation 
has forced transit companies to operate 
some services at below cost, as in the case 
of school fares. No other business is com- 
pelled to sell its product at a loss just be- 
cause the customers are minors. The 
authors would allow transit companies to 
put a tariff into force experimentally on 
short notice, modify it when necessary, 
offer lower fares for short-haul riders, 
differential rates in thin-traffic areas, 
mid-day shopping fares, special express 
fares, and the like. 

As to the lag between a proposed tariff 
increase and its becoming effective, the 
report notes that in New England this 
may vary from four to twelve months, 
where municipalities intervene. The last 
increase of the Connecticut Company 
lagged nine months after filing; that of 
the Springfield Street Railway in 1954, 
ten months. For companies operating on 
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a meager margin, such long suspensions 
“may well prove almost disastrous.” As 
an alternative the report outlines a more 
rapid procedure similar to that recom- 
mended in 1952 by the Massachusetts 
Special Commission Relative to Local 
Transit Companies, with the elimination, 
however, of the bond requirement, which 
now exists in Connecticut, New Hamp- 
shire, and Vermont. 

Considerable attention is given in the 
New England report to the arguments 
for the use of operating ratio rather 
than the return on investment standard 
for rate making where bus companies 
are concerned. The authors list five 
factors which distinguish such companies 
from other utilities and which give rise 
to the need to depart from historical 
methods in computing a proper return. 
These are: automobile competition, the 
high labor-cost factor, absence of natural 
growth, inelasticity of costs, and absence 
of labor-saving opportunities. Moreover, 
plant investment in a bus company is low 
relative to annual revenues and more vol- 
atile than in other utilities. The situation 
is very different from that existing when 
transit companies all had large permanent 
investments in track, overhead, and 
streetcars, all of which are relatively long- 
lived. 

The report discusses at considerable 
length the ways in which cities may aid 
transit movement and thus encourage 
greater public use thereof. 


y ba other subjects discussed in the 

New England report deal with what 
local business groups and transit com- 
panies themselves may contribute to a so- 
lution of transit’s ills. In summary, the 


authors urge local business groups to ex- 
tend maximum co-operation and encour- 
agement to their local transit companies 
to aid them in extending or enhancing 
service to newly developed residential 
areas, industrial areas, and to retail stores 
through special shoppers’ service plans or 
similar inducements such as are regularly 
offered in St. Louis, Kansas City, and 
Trenton. Transit companies for their part 
are advised to place greater emphasis on 
merchandising service by studying and in- 
stalling where feasible: club-bus opera- 
tions; special home - to - factory express 
services; other express services; park-ride 
facilities; and co-operation with mer- 
chants to encourage shoppers. 


— appendix of the New England re- 

port lists the various transit recom- 
mendations which have been made since 
1953 by various committees and commis- 
sions in six different states and the actions 
taken as a result thereof. In Massachusetts 
the registration fee on transit buses has 
been reduced from $1.50 to 50 cents per 
seat. Wisconsin in 1955 exempted transit 
from state motor fuel taxes and city li- 
cense fees and substituted a state tax of 
50 per cent of net income in excess of 8 
per cent on the depreciated value of plant. 
Texas exempted transit from the one- 
cent increase in the state motor fuel tax; 
and it reduced the gross receipts tax by 
half. Toledo, Ohio, eliminated on-street 
parking in the central area, instituted 
“pay-leave” fare collection, with a 24- 
block neutral zone where no fares are col- 
lected, and eliminated owl service. New 
York state eliminated the 2 per cent gross 
receipts tax on the first $500,000 of 


revenue. 
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TVA Shake-up 


L ypineaiengenats over the directorship 
of the Tennessee Valley Authority 
seems to be shaping up. Two Senators 
and two mayors from the area served by 
the government - owned river resource 
agency have already criticized General 
Herbert D. Vogel, board chairman of the 
TVA, for allegedly “prejudging” future 
policy decisions of the board. 

Besides General Vogel, the board is 
composed of Dr. Raymond Paty, whose 
term expires in 1960, and Dr. Harry Cur- 
tis, whose term expires next spring. Both 
were appointed under Democratic admin- 
istrations. General Vogel was named 
board chairman by President Eisenhower 
in 1954. Since then the relations among 
the three directors have been somewhat 
strained over policies and programs af- 
fecting the role of the TVA, particularly 
in the field of government power. 

The Tennessee valley Senators may be 
seeking to control the appointment of any 
new TVA board members when vacancies 
occur. Senators Hill and Sparkman (both 
Democrats, Alabama) and other govern- 
ment power proponents in the TVA area 
had taken a pessimistic view of TVA’s 
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future in the event the Eisenhower ad- 
ministration was returned to office. It 
now appears a move is afoot to chal- 
lenge any appointee named by Eisenhow- 
er to the TVA vacancy upon the expira- 
tion of Curtis’ term. 


HE old idea of moving TVA head- 

quarters from Tennessee to Alabama 
was what touched off the latest outburst. 
TVA’s General Manager Wagner an- 
nounced that the agency’s division of ag- 
ricultural relations would move in Sep- 
tember, 1957, to Muscle Shoals. Truman 
appointees, members Curtis and Paty, ap- 
proved the move in the “interest of im- 
proved efficiency.” 

General Vogel charged that the pro- 
posed move was actually a piecemeal at- 
tempt to transfer TVA headquarters to 
the Muscle Shoals area. That had been 
proposed in 1953, but was spiked by Rep- 
resentative Baker (Republican, Tennes- 
see), who attached a rider to the TVA 
appropriations bills preventing the use of 
funds for such a shift. General Vogel re- 
vealed his hopes of obtaining support 
from another Eisenhower appointee to 
the board by stating: “The move cannot 


















be made before next summer, and by that 
time the membership of the [TVA] 
board will have changed.” 


pena Hill observed that it will be 
the President and the Senate who will 
decide who will be on the TVA board. 
Sparkman termed Vogel’s remark an 
“implied threat.” He said he thought 
that “after the experience we have had 
with [General] Vogel we are going to 
scrutinize the next appointment most 
carefully and make certain before he is 
confirmed that he will function as the law 
requires him to do and not play politics.” 

Speaking from the standpoint of Ten- 
nessee, however, The Knoxville Journal 
stated editorially : 


General Herbert D. Vogel, the chair- 
man of the Tennessee Valley Author- 
ity, has placed the people of this area 
deeply in his debt. He has endured with 
remarkable patience the vilifications 
and abuse of the public power lobby 
and its shrillest spokesman, Citizens 
for TVA, along with such camp fol- 
lowers as Governor Frank G. Clement, 
Senator Albert Gore, and Senator Es- 
tes Kefauver. The results of the elec- 
tion in Tennessee, to cite a state in 
which the Eisenhower administration’s 
power policy had been made a political 
issue, leave these organizations and 
their spokesmen in a state of being 
repudiated. ... 

Certainly if this community has not 
fully appreciated the patience with 
which the General has taken abuse in 
the past it can note with gratification 
his firm stand to head off this scheme 
for the gradual moving of the author- 
ity offices out of Knoxville. We believe 
almost everyone in this area is glad the 
General is on the board looking after 
their interests. 


It is evident from this that, with the 
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issue of where TVA shall go or stay 
raised between Tennessee and Alabama, 
it will be difficult for even such antiad- 
ministration Democratic critics as Sen- 
ators Gore and Kefauver and Governor 
Clement to refuse to support General 
Vogel in this instance. 


> 


Storage Dam for the Middle 
Snake? 


| oe Secretary Seaton has disclosed 

that he is considering a U. S. Recla- 
mation Bureau report calling for con- 
struction of a high dam at Pleasant Valley 
on the Snake river between Idaho and 
Oregon. Interior Department support of 
a high dam project would complicate the 
application of the Pacific Northwest 
Power Company, pending before the 
Federal Power Commission, to build a 
power project with smaller dams at the 
Pleasant Valley and Mountain Sheep lo- 
cations. 

U. S. Reclamation Commissioner W. 
A. Dexheimer said, in a speech at Yakima, 
Washington, on November 26th that the 
bureau had found that a high dam proj- 
ect, which would provide flood-control 
benefits as well as power, would be “en- 
tirely feasible, no matter who builds it.” 
The project proposed by Pacific North- 
west Power does not include provisions 
for flood control. (See, also, page 1001.) 

Seaton had asked the bureau for a re- 
port on the possibility of “maximum de- 
velopment” of that part of the Snake 
river. After it was supplied, aides said, 
Seaton asked for some further informa- 
tion and his decision will take another 
couple of weeks “‘at least.” 

It is not clear, as yet, how such a proj- 
ect would affect certain features of proj- 
ects planned by private power companies 
in the Pacific Northwest. It would not 
interfere with the Oxbow or Brownlee 
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dams for which FPC licenses have been 
issued to Idaho Power Company. But a 
third dam planned by the company at 
Hell’s Canyon might be eliminated if the 
Interior Department decides to back the 
larger storage project and Congress ap- 
proves. A high dam at Pleasant Valley 
would probably flood out the Hell’s Can- 
yon site. A Pleasant Valley power proj- 
ect planned by four Pacific Northwest 
utilities would also have to be reconsidered. 

What Interior is studying apparent- 
ly, is a giant federal storage and pow- 
er project in the middle Snake, with 
private utilities building additional proj- 
ects below and above it on the river. Such 
projects would include one at Mountain 
Sheep, now planned by the four utilities, 
and dams at Oxbow and Brownlee sched- 
uled by Idaho Power Company. A high- 
level Interior Department conference is 
reported to have been held late last 
month, in which Assistant Secretary Fred 
A. Aandahl and Reclamation Commis- 
sioner Dexheimer participated. 
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GAO Wants AEC Nuclear 
Audit 


ee ENERGY COMMISSION contracts 
with utilities covering nuclear reac- 
tors should be subject to General Account- 
ing Office audit, if federal funds are 
involved. Such was the recent decision of 
the Comptroller General, Joseph Camp- 
bell (former AEC member), in the case 
involving a Yankee Atomic Electric 
Company contract with the AEC. Yankee 
Atomic Electric had requested (and the 
AEC had agreed) that the government 
audit be restricted to that use made of 
AEC funds. It would not apply to funds 
defraying construction and operating 
costs incurred by Yankee. 

Comptroller General Campbell ruled 
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that the basic reason for government par- 
ticipation “was to secure information 
concerning the cost of nuclear production 
of energy.” Campbell stated in a letter to 
AEC Chairman Strauss, ‘While it is true 
that the government will not bear any of 
the construction or operating costs, such 
costs are an essential element of the over- 
all knowledge which is the main consid- 
eration moving to the government under 
the contract.” The GAO chief decided 
that construction and operating cost data 
are “directly pertinent” to the contract 
within the meaning of § 166 of the Atom- 
ic Energy Act of 1954 and that the con- 
tract would be “subject to question” if 
such an audit were precluded. 


* 


House Plans “Partnership” 
Review 


i pone scrutiny of the ‘“administra- 
tion’s” partnership power program 
is likely to be the first order of business 
for the House Interior Affairs Commit- 
tee at the next session of Congress. The 
committee’s chairman, Representative 
Engle (Democrat, California), made it 
clear last month that he considers the 
election results in the Pacific Northwest 
a “definite repudiation of the natural re- 
sources record of the Republican admin- 
istration.” Engle’s interpretation is not 
shared by Secretary of the Interior Fred 
Seaton, nor by many disinterested ob- 
servers who have noted polls showing that 
other issues weighed more heavily. 

Nevertheless, the election results are 
expected to furnish a convenient means 
of justifying further attacks by the con- 
gressional government power bloc on the 
administration’s policies. Engle com- 
plained that administration officials have 
never clearly defined what they mean by 
“partnership.” 
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Telephone and 
Telegraph 


Ohio Antistrike Law Killed 


HE Ohio legislature turned thumbs 

down on an emergency proposal of 
Governor Frank J. Lausche to end a criti- 
cal telephone blackout in the southeastern 
area of the state. Governor Lausche had 
called a special session of the legislature 
to deal with labor difficulties which have 
shut off telephone service in many com- 
munities since October 15th. 

A committee report, later adopted by 
the Ohio house, agreed with the governor 
that there exists in Scioto county and the 
cities of Portsmouth and New Boston 
“an emergency affecting the health, wel- 
fare, and safety of the citizens of these 
areas as a result of the complete stoppage 
of telephone service.” But it disagreed 
that the administration-sponsored bill call- 
ing for seizure of the company was the 
proper way to deal with the strike. The 
bill was rejected on grounds that it was 
unconstitutional, unworkable, and would 
tend to weaken collective bargaining “to 
the detriment of labor relations in public 
utilities...” 

Despite the setback, Governor Lausche, 
who will become Ohio’s junior Senator in 
the United States Senate next month, 
thought that some good would ultimately 
come from the special session. He ex- 
pressed the hope that Ohio Consolidated 










Telephone Company will reopen its plants 
and again promised “the fullest protec- 
tion of law and order” to communities 
where frequent outbreaks of mob vio- 
lence have occurred. 


Sie legislative committee blamed lo- 
cal police and municipal and county 
officials for the breakdown of law en- 
forcement, and said the situation was ag- 
gravated by the “adamant attitude” of 
the telephone company and its striking 
employees. The company closed its ex- 
changes in Scioto county and in two mu- 
nicipalities October 15th after mobs at- 
tacked telephone buildings and lines and 
threatened supervisory personnel who 
had taken over facilities to provide lim- 
ited service. Company officials have said 
they will not resume operations until they 
are assured of adequate police protection. 

In a further rebuke to Governor 
Lausche, the legislators, including mem- 
bers of his own party, accepted the house 
committee’s declaration that the gover- 
nor himself has the authority under exist- 
ing laws to deal with the problem. “It is 
the opinion of the committee,” the report 
stated, “that procedures exist under pres- 
ent laws, including emergency powers of 
the governor under the Constitution and 
statutes, which are adequate for main- 
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taining law and order in the areas con- 
cerned and that if resort is had to those 
remedies and law enforcement is re- 
stored, telephone services can be resumed.” 

Governor Lausche hopes that some so- 
lution will eventually be found to the 
problem of strikes which tie up vital serv- 
ices rendered by public utilities. “Inevi- 
tably,” he declared, “prudent and proper- 
ly intentioned legislators will continue to 
give study to the problem. Out of it, in 
my opinion,” he said, “there will come 
from some future legislature an act, the 
provisions of which will make impossible 
the recurrence of a protracted shutdown 
of services rendered by a public utility 
company.” 

e 


Bell System Pension Plan 


(items U. S. Supreme Court has in ef- 
fect approved the Bell system’s off- 
set method of integrating private pension 
plans with Social Security benefits. The 
method permits an employer to reduce 
pension payments to retired workers by 
an amount equal to one-half the amount 
workers receive through Social Security. 

The offset method was challenged by 
seven retired employees of Illinois Bell 
Telephone Company, American Tele- 
phone and Telegraph Company, and West- 
ern Electric Company. All seven were 
covered by identical pension plans worked 
out by the Bell system. When Congress 
raised Social Security old-age benefits in 
1950, their pensions were reduced. The 
employees then brought suit to require 
the Bell system to reimburse them for 
cuts in their pensions that were made to 
offset higher Social Security payments. A 
U. S. court of appeals decision ruled that 
the offsets were legal and proper and the 
U. S. Supreme Court has now refused to 
review the ruling. 

The employees complained that under 
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the offset arrangement, higher old-age pay- 
ments authorized by Congress benefited 
the Bell system rather than its retired em- 
ployees, arguing that Bell “used the cost- 
of-living allowances by Congress in 1950 
to decrease its own obligation to its pen- 
sion plan.” The Bell system contended 
that the offset system is designed to avoid 
duplication of costs and that the offset 
represents the share paid by it toward 
an employee’s retirement through Social 
Security taxes. Under Social Security, 
both employer and employee contribute to 
the worker’s retirement fund. 

Bell said the offset system is widely 
used by other corporations, although the 
seven employees claimed that many com- 
panies have adopted pension formulas 
without the offset provision. Since the ac- 
tion was begun, Bell has changed its plan 
so that a retired employee’s private pen- 
sion payments cannot be reduced after his 
retirement date, regardless of any changes 
made in Social Security payments. 


> 


New York Rate Case 


§ hn New York Telephone Company’s 
new request for rate increases total- 
ing $55,400,000 annually places before 
the New York Public Service Commis- 
sion questions of far-reaching importance 
to the utility industry. The company’s re- 
quest follows a decision last February by 
the New York court of appeals that the 
commission was in error in refusing to 
accept evidence on the replacement cost 
of telephone company properties. 

It will be recalled that the company, in 
1953, asked for a rate boost totaling $68,- 
850,000. After extended hearings, the re- 
quest was turned down in August, 1954, 
with the commission insisting that the 
property be valued for rate-making pur- 
poses at its original cost. Following the 
court of appeals decision reversing the 

















commission, a bill was introduced in the 
1956 legislature that would have required 
the commission to use original cost as the 
basis for rate making. Although the bill 
was passed by the assembly, it was killed 
in a senate committee. Governor Harri- 
man has now announced that he will re- 
introduce the bill in the 1957 legislature. 
Governor Harriman’s intention to seek 
legislation confining the commission to an 
original cost rate base lends significance 
to what would otherwise be another rou- 
tine rate case. As the New York Journal 
of Commerce pointed out editorially, 
“Price advances of recent years make this 
rate base determination of extreme im- 
portance to the utilities; for a full accept- 
ance of the reproduction cost principle 
would mean that companies would have 
to be given substantial rate increases. 
These would be needed to give them a 
fair return on the increase in the replace- 
ment cost of equipment they use that our 
rising price level has brought about.” 


jen Journal of Commerce was highly 
critical of Governor Harriman’s pro- 
gram, pointing out the time-tested prece- 
dent of an independent public service 
commission. Said the Journal editorial: 
“This institution was originally es- 
tablished because it was found that leg- 
islatures were too inflexible to provide 
proper regulation of businesses directly 
affecting the public welfare. The legis- 
lature meets too infrequently and has too 
much else to consider to be able to pro- 
vide proper day-to-day guidance of pub- 
lic utilities. Hence these functions were 
delegated to a commission of experts who 
are able to devote their time to nothing 
but assuring proper and fair utility regu- 
lation.” Moreover, the Journal stated, the 
governor’s plan would strictly bind the 
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commission to an outmoded procedure. 

Governor Harriman chided the New 
York Telephone Company for delaying 
its latest rate increase request until after 
the election. A telephone company spokes- 
man, in explaining the delay, said that a 
resurvey had to be made to re-evaluate 
the company’s properties. At the same 
time, he pointed out, the company was 
occupied with the preparation of its “stop- 
gap” requests. “We have added a million 
telephones since we filed the original case 
and the business is one-sixth larger,” the 
spokesman said. “Naturally the service 
rates we then applied for now would pro- 
duce substantially more revenue. . .” 

Keith S. McHugh, company president, 
said that the increase would average 
about 64 per cent of revenues. This, he 
said, will bring the company’s total rate 
increases since before World War II to 
less than 28 per cent—“an amount far be- 
low the rise of 95 per cent in the cost of 
living generally.” 


yates said that to insist upon an 
original cost basis was “like saying 
to a home owner that a house he bought 
for $7,500 in 1940 is worth not a penny 
more in today’s market.” The company, 
he said, will spend $275,000,000 this year 
on its current construction program and 
$320,000,000 next year. 

“Contrary to some popular belief,” 
McHugh declared, “increases in the vol- 
ume of our business do not mean that the 
New York Telephone Company is doing 
all right. Actually, increases in operating 
expenses and taxes have risen at a faster 
rate than revenues. The facts of the mat- 
ter are that in nine of the last fifteen 
years — including 1954 and 1955 — the 
company has failed to earn enough to pay 
its regular dividend.” 
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Accelerated Depreciation and 
Share Earnings 


— year roughly 40 per cent of the 
electric utilities, and probably a 
smaller proportion of other utilities, de- 
cided to adopt one of ‘the special new 
methods of calculating depreciation ac- 
cruals in their tax returns, as permitted 
by the Revenue Act of 1954. Most of 
the companies continue to use straight- 
line depreciation in their published earn- 
ings reports, but the tax savings resulting 
from the larger initial depreciation charges 
on new plant (usually called deferred 
taxes, since in theory the company may 
have to pay them at some future date) 
do appear in the published earnings re- 
ports, increasing the share earnings. 

The problem has therefore arisen as to 
whether earnings should be “normalized” 
by inserting an offsetting item in the in- 
come account (preferably next to income 
taxes) of “deferred taxes resulting from 
accelerated depreciation.” A number of 
companies appear to be doing this, but a 
few companies are including the savings 
in current share earnings, and also in their 
estimates or projections of future earn- 
ings. 

This confusion is somewhat similar to 
that which occurred with respect to ac- 
celerated amortization when resulting tax 
saving from this source began several 
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years ago. Originally a few utility com- 
panies carried down the resulting tax sav- 
ings to share earnings, but later the policy 
became generally adopted of inserting an 
item for “deferred taxes.” 


fp utility companies had until Sep- 
tember 15th this year to decide 
whether they wished to adopt accelerated 
depreciation on new property, on a retro- 
active basis to January 1, 1955. Accord- 
ingly, additional companies may recently 
have adopted this method of tax saving 
in addition to the 40 or 50 electric utili- 
ties which adopted it last year. 
Meanwhile, many utility analysts and 
investors who have not had the time or 
patience to ferret out the figures may re- 
main in doubt as to whether (1) the com- 
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panies in which they are specially inter- 
ested have adopted accelerated deprecia- 
tion, and (2) whether the resulting tax 
savings are included in the “deferred 
taxes” item or whether they have lodged 
in share earnings. Some utility companies 
are specific in this respect, indicating 
clearly in the deferred tax item that both 
accelerated amortization and depreciation 
are taken care of therein. In other cases 
it is necessary to study the footnotes to 
the income account or balance sheet, 
which may not always be reproduced in 
the financial services. Even if the footnote 
refers specifically to amortization under 
necessity certificates, this may leave the 
analyst in doubt as to whether the ac- 
celerated depreciation has been adopted 
without being normalized. 

Utility companies should make clear to 
the services and to their stockholders just 
what they are doing; if the tax savings 
from accelerated depreciation are in share 
earnings this should be indicated. Either 
the item “deferred income taxes” should 
include a phrase “but not those resulting 
from accelerated depreciation” or, pref- 
erably, the item of share earnings should 
carry a phrase “including tax savings re- 
sulting from accelerated depreciation.” 


a a practical standpoint the utility 
analyst is greatly handicapped by the 
present situation in making investment 
comparisons (1) between different utili- 
ties, with respect to the yardsticks “price- 
earnings ratio” and “percentage pay-out” ; 
and (2) with respect to the current show- 
ing of an individual utility compared with 
its past record. Last year the savings re- 
sulting from accelerated depreciation, re- 
duced to a per share basis, were fairly 
significant in relation to share earnings. 
This year the ratio will be higher, and it 
will continue to increase for four or five 
years. (In one instance it is estimated that 
the amount per share will rise from nine 
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cents to 80 cents.) Thus, in a few years 
the item might be quite important in re- 
lation to share earnings. 

The analyst merely wants to have the 
information readily accessible, so that he 
can adjust share earnings if necessary to 
a comparable basis for different utilities. 
The utility company may be fully justi- 
fied by regulatory decisions, or by the 
advice of its official accountants, in han- 
dling the matter of tax savings either one 
way or the other. A state commission has 
ordered one utility company to include the 
savings in its reported earnings, instead 
of setting up a deferred tax item and car- 
rying them through to a balance sheet 
reserve. 

There appears to be some difference of 
opinion in accounting circles as to the 
proper method of handling these savings. 
For example, in the department “What 
Others Think” in the FortTNIGHTLY of 
November 22nd, there was a summary of 
the hearings before the New York Public 
Service Commission last June, indicating 
a significant difference between the tax 
savings resulting from fast depreciation 
and those derived from five-year amortiza- 
tion of defense plants. One utility execu- 
tive pointed out that due to the effects of 
utility growth, tax reductions resulting 
from the use of the SYD method may con- 
tinue to rise for several decades, and that 
thus the annual tax reduction will be sub- 
stantial for many years to come. 


Re the regulatory angle there are sev- 
eral questions, not yet fully resolved. 
What decisions will the remaining state 
commissions, including the important 
New York commission, make as to ac- 
counting procedure? If tax savings are 
permitted to appear as deferred taxes 
“above the line” will this govern in future 
rate cases, or will some commissions still 
want to “give consumers the benefit” of 
the saving? Will the utility be allowed 
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to retain the property built from these tax with published depreciation figures. This 
savings in the rate base? Will the “re- was particularly true in the 1920’s and 
stricted surplus” or “reserve for deferred 1930’s when efforts were being made by 
taxes” be included in the common stock holding companies to increase published 
equity for the purpose of calculating cap- earnings. The extent of the differences 
ital ratios? What will the attitude of the are revealed in the reports of the Institu- 
rating services (such as Moody) be in tional Utility Service, and currently in the 
this connection? Is there any possibility annual statistical reports of the utility 
that the reserve might sometimes be con- companies (confidential until recent 
strued as a debt, as is the liability for ac- years). Thus there are now four possible 
crued taxes in current liabilities? sets of tax savings: (1) historical differ- 


For the utility analyst, the new tax sav- ences in methods of accruing deprecia- 
ings resulting from accelerated amortiza- tion; (2) special charge offs of aban- 
tion and fast depreciation merely com- doned property, etc.; (3) five-year ac- 
pound an old problem. The Treasury De- celerated amortization on certain new 
partment has for many years allowed plant units; and (4) accelerated deprecia- 
liberal write-offs for lost property, etc., tion on other new plant as discussed 


though these must be taken in the year above. 

they occur, rather than being amortized, 

as is usually done in the reports to com- HE analyst can, of course, attempt to 
missions and stockholders. Also, the determine the actual tax rate paid by 
utilities have been permitted to use meth- a utility company as compared with the 
ods of depreciation which resulted in theoretical 52 per cent corporate tax rate. 
somewhat more rapid depreciation ac- He can attempt to reconstruct the amount 
cruals than the straight-line method. Ac- of taxable income by adding income taxes 
cordingly, there already have been sub- (and deferred taxes) to net income, de- 
stantial historical differences in deprecia- ducting therefrom the interest credit on 
tion accrued for tax purposes as compared construction (not recognized by the 
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NOVEMBER UTILITY FINANCING 


PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND 
GAS UTILITY SECURITIES 


Moody Aver. Success 
Price Under- Offer- For Securities 
0 writing in Of Similar Moody Offering, 
Date Amount Description Public Spread Yield Quality Rating Ete. 
11/15 $50.0 Public Serv. E. & G. Ist 48s 1986 101.26 ae 4.30% 3.73% Aa c 
11/21 “10.0 Texas P. & L. Ist 48s 1986 ...... 10126 87C 430 3.78 Aa a 


Preferred Stocks 
Pacific Lighting Conv. $4.75* .... 99.00 250N 4.80 4.43 


11/16 20.0 we . 
11/21 10.0 Arizona P. S. Conv. $2.40** .... 50.00 1.25N 4.80 4.46 — a 
11/21 2.5 Blackstone Valley G. & E. 5.60% 101.82 1.75 5.50 4.73 — a 
Common Stock—Offered by Subscription 

roy 

Ratio 
11/1 6 Mobile Gas Service .........se0 21.00 _ 4.76 _— 5.85% + 
11/1 3 Home Light & Power ........00. 40.00 a 5.00 — 9.80 ot 





*Convertible into 2.6 shares common stock for about ten years. **Convertible at 23 for about ten 


+Not underwritten. Success of offering not indicated. a—lIt is — the issue was well received. 
e 


years, 
gotiated. 


c—It is reported the issue sold somewhat slowly. C—Competitive. N— 
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Treasury Department) and crediting 
back bookkeeping deductions such as 
amortization of plant acquisition adjust- 
ments, amortization of bond discount, etc. 
The income tax actually paid can then be 
related to this figure. It is impossible to 
make all these adjustments for utilities as 
a whole, but income tax payments in the 
calendar year 1955 for all class A and B 
privately owned utilities totaled $885,- 
000,000 (after eliminating $94,000,000 
provision for deferred taxes). Net in- 
come before federal income taxes was $2,- 
226,000,000, and assuming that the inter- 
est credit on construction approximated 
$70,000,000 (the 1954 figure) the tax 
ratio was about 41 per cent. Obviously, 
this would be 11 per cent below the 52 per 
cent corporate tax rate, though it may in- 
clude wider differences for some com- 
panies and smaller for others. 


» 


November Financing Light 
| igewageed as a belated effect of the 
tight money market and rising in- 
terest rates, November financing (see ac- 
companying table, page 994) was very 
light. Electric utility new-money offerings 
amounted to only about $75,000,000 and 
gas to $123,000,000, including $103,000,- 
000 placed privately. Common. stock 
financing was negligible, consisting of two 
very small issues. The Irving Trust Com- 
pany chart on page 996 (in which we have 
inserted November figures) indicates that 
cumulative new-money financing for elec- 
tric utilities through November was only 
slightly above last year; as previously 
mentioned in this department, utilities are 
now generating more cash internally. 

In the table of November financing a 
new column has been added to show the 
spread between the yield on each new of- 
fering and the Moody average for similar 
outstanding issues around the approxi- 
mate date of the offering. 


Electric Utility Earnings Gains 
Tapering Off 

| cemerane utility earnings continue to 
make a good showing, although in- 

creases in net income over last year are 

tapering off somewhat. Monthly gains in 

revenues, net income, and dividends over 

1955 have been as follows: 


Common 
Revenues Net Income Dividends 
January .... 11.9% 13.4% D4.1% 
February 10.8 7.9 20.3 
March: «32:65: 9.9 11.6 9.4 
71 ere 9.0 10.1 8.2 
INA, b:cis'eve sie 8.7 is 8.0 
JUNE coweesss 9.9 11.1 8.4 
Uy ee ees 8.9 8.4 11.4 
August ..... 6.8 4.3 8.3 
September .. 6.5 8.3 _ 


This year’s substantial earlier gains in 
revenues and net income reflected the 
comparatively high level of business activ- 
ity compared with last year. During the 
summer months, and particularly in July 
and August, the impact of the steel strike 
is evident. With business activity rising to 
near record levels in the last quarter of the 
year, it seems probable that good percent- 
age gains will be shown although year-end 
figures last year were also at a high level. 
Increases in electric output in recent weeks 
have not made an especially good showing 
—the gain in the week of November 17th 
was 4 per cent and in the following week 
7 per cent. 

> 


Estimated Costs at New 


Memphis Steam-generating 
Plant 


nw TENNESSEE, is planning to 
issue about $154,000,000 tax-ex- 
empt electric revenue bonds, said to be the 
largest single offering of such bonds ever 
made by a “mtinicipality. 

At present, Memphis has to pay sleei 
four mills per kilowatt-hour for power 
purchased from TVA but due to rising 
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Jon. Feb. March April May June July Aug. Sept. Oct. Nov. Dec. ° 
PART 2 
Millions CUMULA Millions 
$2,500 mAs $2,500 
2,000 2,000 
1954 
eccccccepecsesee® 
1,500 1,500 
1955 
1,000 1,000 
soo 500 
956 
. | > 
Jen. Feb. March April May June duly Avg. Sept. Oct. Nev. Dec. 


® Covers companies included in the calender with essets ever $35,000,000. 


Source, Irving Trust Company 
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UTILITY ANALYSES PUBLISHED RECENTLY* 





General Topics 
WMetar al Gas) OUNUES i645 so5,05 0s ds soiecee oe E. F. Hutton & Company ............. 


Characteristics of Electric Power Industry .. David L. Babson Distributing Corporation 
Income Opportunities in Electric Utility 

RE CETENO EOC G a6 555 5:c10-4 s 1510.5 6:50:15 cw Sle olen Goodbody & Co. 
Public Utility Common Stocks ...........6. Re W. Preseprich’ a COs 6.6. bcccc cee: 


Regular Bulletins and Tabulations 


Sere eee eer esereeeeeeces 


Monthly Review of Utility Developments ....Josephthal & Co. ............c ccc cecees 
Public Utilities Bulletin ...............0000 Eastman, Dillon, Union Securities ...... 
Public Utility & Industrial Preferred Stocks... White, Weld & Co. .............cceeees 
Dividend Meeting Comments .........-.+00: Merrill Lynch, Pierce, Fenner & Beane .. 
Electric Utility Companies in Regional 

MU TEREIRIN so CoN ae eas s So oslo orale SaaS Carl M. Loeb, Rhoades & Co, .......... 





* Similar lists appeared in the March 15th and July 19th issues; also in previous years. 
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Company Analyses Firm Pages 
Baba Eset ca GAR ie con Gia io:-cic bbs eslvielpialeis wismawia sean (GOGE PORN Oe CO io 5 5 as wos Sees eK SSw 
Pirpericnin Vl: Ge LOLs o6ccicsinsesscsieccceccies Laird, Bissell & Meeds ...........e0c00. 
On TE A 8) CSN a Pe asrete: Oliphant: Gee COp sis 6 sdclesoaweses ; 
Gentral: G& Soutlt Wt ciscciccescccsccwes JOSEP MAN COM csc veicescdcicsckecesicccs 
MNOS 5.55. 6 ols Se :0 sialic cid wrsie cia nelerers PG. Becher GiGGs oois cx ccsscebeceden 
Se NS ee ee GA, SaxtonGe' Gos THe oc ésascccces sc 
Delaware Power & Light .. Argus Research Corporation ........... 
Detroit Edison Conv, Deb: 2... 0. 6.ccccvc0es PASIRU COR ecg ciclo Rain 2 ss soe o'vsocecie 
NSN AAE ENO es ss50i5 cos wicin! ane a Sin aiele.wlvieielosiar James Richardson & Sons ..........00.. 
General ui WAMIOS: o...6.6 ccc ccs eccecses Argus Research Corporation ........... 
RGGETAL AMIR DHONE 655i 00:00c'sere seins oes siecese Argus Research Corporation ........... 
AGE SUAS EOS oie 6s ce sikid disc ce seewscwss Argus Research Corporation ........... 
Tternational Pel: Ge LOL, icesccccss cccewscs (UNA RENOS COO ls ooo io isi siave Seca sciesdce aie 
PateeMaUi DOL LOLs cise sccsscdcccec eee Van Alstyne, Noel & Co. .........0.00. 
International Tel. & Tel. ............eeceeee Gry Weather 81 Cos. oo. sos vsccca 
BGA AMEOWENS . oissices'ssissa/sisciwesaisecietecs Smith, Barney & Co. .......5.ccceeeees 
Mountain Feel Supply ...s..0c0seccse2 0c se The First Boston Corporation ......... 
IN AUOIAL OIRE GOS |. 06 6:5. 00. 650secuieccaeseuse Argus Research Corporation ......2.... 
PATINA ROOT GAS ws: 6 6.00.6 00 die oro teleceioee's Thomson & McKinnon ................. 
New England Elec. System .............6.. MTOM, oink cccecdcadencsvcesa 
iv, ¥. State flecthic @ Gas 2.6.0 ..8ccccces JOSEDINNAN GS Oi 5.60.55 odckddcs cee sensi 
Northern Illinois Gas ............ccccccees Glore, Horas © CO) iis ssccccevscsesxonc 
Nor. Indiana Pub. Service .............0000- Argus Research Corporation ........... 
IGEN UECHANOAG coi rele cisoes sieaicaeooeenite PN, aoe vc sisuevcdecdsccececs 
Panhandle Eastern Pipe Line .............. EN OO, BRE, on ccncescccescnes 
Peninsular Telephone ............eeeeeeeeee Thomson & McKinnon ................. 
Philadelphia Electric .......c00ssscccccccees Argus Research Corporation ........... 
Pioneer Natural Gas ........ nest Ae, Wetter PROMI CO! . oo, asa. casenes onc 
Public Service Elec. & Gas .........20e00e8 SETI cet hc ddeberrncnndssnes 
So. Carolina Elec. & Gas .............e000- Argus Research Corporation .......... 
I II oasis io sksarsssavenneons FOUN OEE, on. 8c ccacciccesees 
Tee rer rrr ee NNN fda dk baka cneatiends 
Southeastern Pub. Service ...........ee0ee8 Shields & Company ................... 
PAE D AME NBCIR IC racic cies s atrarclo toes alerstasiets Argus Research Corporation ........... 
MONIT MEPCRING Tacs ca cig versus a cieeseueaaekeeee Argus Research Corporation ........... 
Ween. VALE POWE? .6écccscascccuceoseaere Argus Research Corporation ........... 
West Petit PICCHE 6c cccc sie cies cccscceces Argus Research Corporation ........... 
Western Union Telegraph ..............000: 1G (Co ae ane eee 
Wisconsin Electric Power ..........-.2000: PORE PMU AN RE COo oii os 5a hoses seic hd occe 





costs the price will increase to an estimat- amount, it is estimated, though this is 
ed 4.4 mills by 1962. The cost of power based on rather optimistic assumptions re- 
from the new plant (delivered to the sub- garding the cost of financing. The plant 
station) will approximate the latter will have a name-plate rating of 750,000 
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kilowatts and a net capability of 813,000 
kilowatts. The first unit of 250,000 kilo- 
watts should be ready late in 1958. 

Cost of the new plant (based on the 
amount of bonds being issued) will be 
about $190 per kilowatt based on ca- 
pability, or $205 based on name-plate ca- 
pacity. These figures seem somewhat on 
the high side as compared with the cost of 
private utility plants, but the total indebt- 
edness includes the cost of some transmis- 
sion lines and changes in substations. The 
cost of financing was figured on possible 
interest rates of 3 per cent, 34 per cent, 
and 34 per cent. Under present adverse 
market conditions it appears likely that the 
interest cost will run higher than the max- 
imum estimate of 34 per cent. 


. publicity release issued in connec- 
tion with the project states that the 
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4.4-mill estimated cost of power will be 
“without subsidy in the form of direct or 
indirect taxation.” It is difficult to under- 
stand this statement, when it is so well- 
known that private utilities have to pay 
out nearly 25 per cent of their revenues 
in taxes while municipal plants pay only 
a moderate amount, including sometimes 
an item “in lieu of taxes.” 

Even with this advantage, the estimat- 
ed cost of power at the Memphis plant of 
4.4 mills will probably not be as cheap as 
the estimated cost of about four mills at 
the big new steam plant projected by 
American Gas & Electric to serve alumi- 
num plants to be located in its area. Mem- 
phis’ cost of 4.4 mills in 1962 refers only 
to the cost of power delivered to substa- 
tions; actually the revenues per kilowatt- 
hour to be sold in 1962 are estimated at 


.986 cent. 


e 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


11/28/56 Divi- 


Rev. Price dend 
(Mill.) About Rate 
Pipelines 
$ 4 O Ala.-Tenn. Nat. Gas .... 20 $1.20 
15 O Commonwealth N. G, .. 29 1.40 
16 O E. Tenn. Nat. Gas ..... 94 .60 
48 S Miss. River Fuel ...... 35 1.60 
69 S Southern Nat. Gas ..... 37 2.00 
200 O Tenn. Gas Trans. ...... 28 1.40 
163 O Texas East. Trans. .... 25 1.40 
Ji © Denas tas Trans. ...... 23 1.00 
75 O Transcont. Gas P. L.... 174 1.00 
AVETEBES 2ccc. cco 
Integrated Companies 

127 S American Nat. Gas .. 65 $2.60 
50 A Arkansas-Louis. Gas ... 21 1.20J 
44 O Colo. Interstate Gas .... 68 1.25 
304 S Columbia Gas System .. 17 .90 
8 O Commonwealth Gas .... 6 (a) 
10 A Consol. Gas Util. ....... 15 .90 
240 S Consol. Nat. Gas ....... 41 1.70 
178 S_ El Paso Nat. Gas ...... 55 2.60 
40 3S Eguitable Gas .......... 27 1.60 
15 O Kansas-Nebr. Nat.Gas.. 35 1.60 
8 S icone Star {ca8 ...:,.... 34 1.80 
23 S Montana-Dakota Util. .. 23 1.00 
21 O Mountain Fuel Supply .. 25 1.20 
72 S National Fuel Gas ...... 19 1.10 
108 S Northern Nat. Gas ..... 49 2.20 
43 S Oklahoma Nat. Gas .... 27 1.40 
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Aver. Appros. 
Recent Incr. Sh. Price- Div. Common 
Approx. Share % In- Earns. Earns. Pay- Stock 
ield Earns. crease 1951-55 Ratio out Equity 
6.0% $1.45Se 13% 17 13.8 83% 37% 
48 2.72Se 7 xX 10.7 52 37 
6.3 .82Se 46 Xx 11.6 73 18 
46 2.17Se 16 6 16.1 74 52 
5.4  2.70Se 25 5 13.7 74 33 
5.0 1.91Se 21 17 14.7 73 22 
5.6 2.12Se iz 5 11.8 66 23 
48 2.21Se 31 D 10.4 45 27 
5.7 1.28Se 18 17 13.7 78 19 
5.4% 12.9 69% 
4.0% $4.66Se 66% 8 14.0 56% 35% 
57 1.45Se NC 10 14.5 83 53 
1.8 5.28Se NC 45 12.9 24 35 
53 1.52Se 38 3 13.2 59 44 
4.0(a) .26De DS1 D —— “= 72 
6.0 1.83]y 87 D 8.2 49 53 
4.1 3.26Se 21 O 12.6 V4 70 
4.7 4.20Se 61 O 13.1 62 22 
6.0 2.31Se 20 4 11.6 69 ae 
4.6 2.63Se 30 3 13.3 61 32 
5:3 2.35Se 11 3 14.5 77 39 
4.3 1.51Se 11 25 15.2 66 30 
48 1.65Se 9 8 15.2 Of: 59 
5.8 1.66Se 6 8 11.4 66 58 
4.5 3.50Se 11 26 14.0 63 34 
be 2.14Au 19 6 12.6 65 29 


























18 16 = 182 


18 6 12.0 
28 15 13.6 
5 7 140 
13.3 

29% 31 147 
43 2 9.2 
111 46 = 11.2 
22 4g** 113 
30 42 188 
17 5 6TES 
28 9 9.6 
13 ym 120 
38 1412.7 
37 O 9.2 
15 Dy 156 
50 14 = 10.4 
24 6 15.5 
17 9 - 130 
10 7 ©6“5 
32 2 126 
2 1415.3 
71 D181 
43 10 =11.0 
14 — 109 
D20 D187 
7 i 6130 
40 — 114 
30 — 124 
D33 >. AS7 
7 33. «124 
NC 19 = 12.7 
D6 9 143 
13 —_ 9.0 
16 16 «IGE 
_ 9 115 
12 D 146 
34 2s 61d 
16 D154 
31 4 109 
D33 _ — 
NC 22 113 
12.6 


Aver. 

Incr. Sh, Price- 
%In- Earns. Earns. 
crease 1951-55 Ratio 


5% 3 126 
_ 3 193 
6 > 

2 10 140 
14 6 146 
NC 5S ie 
NC 1 189 
15.5 








60 8932 
61 = 68 
62 40 
66 48634 
68 = =4i1 
62% 
65% 44% 
51 38 
60 37 
58 44 
106 =. 36 
68 47 
— 41 
54 17 
74 «(64 
644 «45 
54 38 
80 52 
66 8655 
66 22 
62 47 
74 «28 
63 = 36 
76 = 43 
21 834 
57 38 
58 28 
81 = 33 
67 = 63 
~/ ae 
54 49 
120 = 57 
69 «= 44 
Zz 53 
48 40 
61 25 
95 64 
58 63 
90 35 
67. 52 
83 664 
57 42 
117s 67 
48 35 
68% 


Div. 
Pay- 
out 


67% 
2 





81% 


Approx. 
Common 
Stock 
Equity 


64% 
63 


FINANCIAL NEWS AND COMMENT 
99 S Panhandle E. P. L..... 91 3.00 3.3 5.01De 
11 O Pennsylvania Gas ...... 24 100 42 1.63De 
159 S Peoples G. L. & Coke... 154 8.00 52 12.86Se 
31 O Southern Union Gas .... 23 112 49 1.69De 
215 S_ United Gas Corp. ....... 31 150 48 2.21Se 
PIVOCARES 6. din:ss5ei505ss 4.79% 
Retail Distributors 
es Al Alabama Gas .5306 65054 36 $1.60 4.4% $2.45Je 
43 O Atlanta Gas Light ...... 29 160 55 3.14Je 
5 © Bernsiire Gas .....660- 15 .80 5.3 1.34Au 
4 O Bridgeport Gas ........ 29 1.50 5:2 2.57Se 
4 O Brockton-Taunton Gas.. 16 .90 5.6 85De 
55 S_ Brooklyn Union Gas.... 34 2.00 59  2.96Se 
1 O Cascade Nat. Gas ...... 103 ~- — Def.De 
33 © Central El. & Gas ....>. 16 .90 5.6 1.67Se 
11 O Central Indiana Gas .... 13 .80(b) 6.2 1.08Se 
5 © Ghattanooga Gas ....... 6 30 8 8=655.0 47Au 
Gl OO Gas Service: occ cisccess 23 136 59 2.50Je 
6 © Hartford Gas ......200¢ 39 = 2.00 5 2.50Ma 
2 © Haverhill: Gas ...56.06.. 19 120 866.3 1.82Se 
31 O Houston Nat. Gas...... 35 150 43 2.26Jy 
16 O Indiana G. & Water .... 21 1.00(k) 4.8 1.62Se 
6 A Kings Co. Lighting .... 16 90 56 #1.22Se 
AO S Laclede Gas ...iccccces 16 80 5.0 1.27Je 
4 O Michigan Gas Utils. .... 20 100 50 1.31De 
4 O MidSouth Gas ......... 13 15 1.2 .72De 
37 O Minneapolis Gas ....... 25 130...52 227Se 
14 O Miss. Valley Gas ...... 21 1.12(d) 5.3 1.92Se 
5 O Mobile Gas Service .... 23 100 4.3 1.23Se 
7 O New Haven Gas........ 31 160 52 2.39De 
10 O New Jersey Nat.Gas.... 24 1.20(i) 5.0 2.11Ma 
70 O No. Illinois Gas ........ 18 80 44 1.47Se 
8 O North Penn Gas........ 13 1.00 Ae .83De 
183 S Pacific Lighting ........ 36 200 56 2.90Se 
15 O Pioneer Nat. Gas ...... Za. S25 1.89Je 
13 O Portland Gas & Coke.... 30 100 33 2.10Se 
2 O Portland Gas Light .... 11 75 68 1.22De 
8 A Providence Gas ........ 94 56 5.9 .59De 
3 A _ Rio Grande Valley Gas. 3 15 5.0 .26Je 
3 © So. Atlantic Gas ....... 13 80 6.1 89De 
9 O South Jersey Gas ...... 25 1.40 5.6 2.10Au 
24 S United Gas Impr. ...... 37. —s- 2.00 5.4 2.41Se 
33 S Wash. Gas Light ...... 38 200 53 3.48Se 
8 © Wash: Nat. Gas .....6. 16 40 «| «25 .34Se 
6 O Western Ky. Gas ...... 14 60 43 1.24Ma 
AVETABES csc iceccss 5.1% 
RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 
11/28/56 Divi- Recent 
Rev. Price dend Approx, Share 
(Mill.) About Rate Yield Earns. 
Communications Companies 
Bell System 
$5,297 S Amer. T. & T. (Cons.) . 168 $9.00 54 $13.37Au* 
245 A Bell Tel. of Canada .... 47 200 43 2.43De* 
40 O Cin. & Sub. Bell Tel... 86 4.50 52 5.45De 
187 A Mountain Sts. T.& T... 122 660 54 £8&71Au 
285 A New England T. & T... 134 800 60 9.16Se 
fis S Pacine Poe Ty cccsccss 125 700 56 9.62Se 
89 O So. New Eng. Tel....... 39 2.00 5.1 2.06Je 
PIVOT AROS 25.3 vcareissiars 5.3% 
999 


DECEMBER 20, 1956 











PUBLIC UTILITIES FORTNIGHTLY 














Independents 
4 O Anglo-Canadian Tel..... 29 $.60 2.1% $1.76Se NC 19 165 34% 48% 
38 © British Gol. Tel. ......... 46 200 43 3.32Se 6% 22 139 60 
2 © Calif. foter. Tel. ...... 11 70 864 .87Se D17 — 126 80 30 
iS © Calt Water & Tel. .... 17 100 5.9 1.46De 20 11 116 68 42 
14 O Central Telephone ..... 22 100 4.5 2.15Se 13 14 10.2 47 25 
3 O Commonwealth Tel. .... 14 80 57 1.31De 27 26c 10.7 61 32 
3 O Florida Telephone ...... 80 4.2 88De 10 D 21.6 91 40 
210 S General Telephone ..... 39 180 46 263De 27 31 148 68 34 
15 O Hawaiian Telephone ... 18 100 5.6 1.43Se* 10 19 126 70 47 
5 O Inter-Mountain Tel. .... 13 80 62 94Je — 10 134 85 55 
19 S Peninsular Tel. ........ 38 «6180 47 2.05Se D10 5 185 88 46 
19 O Rochester Tel. .......:... 19 100 52 1.64Se —_ 4 116 61 34 
3 O Southeastern Tel. ...... 16 50 56 1.36Se 43 133 «118 8 «666— 42 
8 O Southwestern St. Tel. .. 19 112 5.9 1.48Je 36 1 12.8 76 42 
28 O United Utilities ........ 20 1.20 60 1.43Se D13 140 84 31 
12 O West Coast Tel. ....... 17 100 5.9 1.24Se 2 25 13.7 81 43 
242 S Western Union Tel..... 18 100 56 2.10De 39 19 86 48 83 
Averages .......... 5.2% 13.5 70% 
Transit Companies 
22 O Baltimore Transit ...... 11 $1.60 14.5% $1.27De 120 X 8.7 126% 40% 
13 O Cincinnati Transit ...... 5 30 86.0 .34De 16 a 14.7 8&8 
> ©- Dallas Transit 2.0.0.5. 6 bs 5.8 57De D48 D 10.5 61 51 
31 S Fifth Ave. Coach Lines. 27 2.00 74 2.85De D3 O 9.5 70 100 
225 S Greyhound Corp. ...... 15 100 6.7 1.15Se Dil D 130 87 §2 
21 O Los Angeles Transit .... 16 1.40 8.8 .94De D5 5 17.0 149 89 
BF SS Nat. Coty Paes 63.55. | 2.00 95 2.74De D1 11 7.7 73 93 
13 O Niagara Frontier Trans. 8 15 19 1.47De a 14 54 10 78 
70 49 Phila. Transit <......... m0 688 1.27De 390 D 74 24 =42 
6 O Rochester Transit ...... 53 40 13 43De D2 D 12.8 93 40 
2 Ceo ap hc Te ee 12 1.40 11.7 .68De D15 28 17.6 206 91 
16S Tom Giy RT, ....... 17 1.80 106 Def.De _— D —- — 41 
22 © United Transit ........ <4 60 12.0 1.03De 94 36 49 58 48 
Averages .......... 8.1% 108 87% 
Water Companies 
Holding Companies 
34 S American Water Wks... 9 $ .50 5.6% $1.04Se 10% 6 8.7 48% 16% 
Operating Companies 
4 O Bridgeport Hydraulic .. 31 $1.60 5.2% $2.04De 12% 4 15.7 78% 57% 
11 O Calif. Water Service.... 39 2.20 56 2.800 5 O 1440 79 29 
3 O Elizabethtown Water ... 38 100 26 3.01Ap NC 36 126 33 56 
9 S Hackensack Water ..... 42 2.00 48 3.60De 10 11 7 56 37 
8 O Indianapolis Water A... 19 ar 6|OCO SD 1.59De 27 27 : GE ae ee 5) 
5 © Jamaica Water ........ 33 200 61 2.94Se a 0 22 68 25 
4 O New Haven Water .... 59 3.00 5.1 3.32De D3 4 17.8 90 63 
2 O Ohio Water Service .... 27 1.50 5.8  2.74Se 42 5 9.9 55 38 
7 O Phila. & Sub. Water... 31 50(e) 16 2.20De 11 D 14.1 23 2 
2 O Plainfield Un. Water... 65 3.00 46 5.47De 37 8 11.9 55 40 
3 © San jose Water........- 44 200 45 3.52Se 3 10 125 57 43 
9 O Scranton-Springbrook .. 17 50 5.3 1.33Je D2 8 128 68 29 
4 O Southern Calif. Water .. 14 80 5.7 1.08Je 4 8 13.0 74 = 34 
3 O West Va. Water Service 25 140 56 1.85Se 41 1 13.5 76 «617 
AVETABES 2000505000 4.6% 13 60% 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. #July, 1955. Ja—January; F—February; Ma—March; Ap—April; My-May; Je—June; Jy—July; 
Au—August ; Se—September; O—October; N—November; De—December. (a)—Paid 4 per cent stock 
dividend. (b)—Paid 10 per cent stock dividend. (c)—1952-55. (d)—Paid 25 per cent stock dividend. 
(e)—Also paid 5 per cent stock dividend. (h)—Paid 25 per cent stock dividend. (i)—Paid 2 per cent stock 
dividend. (j)—Paid 10 per cent stock dividend. (k)—Paid 3 per cent stock dividend. NC—Not com- 
parable. _NA—Not available. D—Decrease. X—Deficit in 1951. *On average shares, **1951 was an 
abnormally bad year. 
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What Others Think 


Postelection Stirrings in Federal Power Policy 


— results, like statistics, may be 
cited to support a variety of con- 
tradictory propositions. The results of the 
recent election have been and doubtless 
will continue to be used to buttress argu- 
ments pro and con with respect to the 
Eisenhower administration’s “partner- 
ship” power policy. On the eve of his ad- 
dress to the National Reclamation Asso- 
ciation in Salt Lake City last month, Sec- 
retary of the Interior Seaton said flatly: 
“I do not consider the results of the re- 
cent elections a rebuke to our water and 
power policies.” But Representative Engle 
(Democrat, California), chairman of the 
House Interior Affairs Committee, views 
the defeat of former Secretary of the In- 
terior Douglas McKay in Oregon as “a 
definite repudiation of the natural re- 
sources record of the Republican adminis- 
tration.” Judging from polls showing the 
power issue to have been only one of many 
considerations with the voters, Engle’s 
statement would seem to be an oversimpli- 
fication. Nevertheless, it is clear evidence 
the Republican setbacks in the Pacific 
Northwest will be used freely by public 
power proponents to bolster their attacks 
on the administration’s policies. 

In this atmosphere, the postelection 
statements of Interior Department officials 
with respect to future plans take on added 
significance. Secretary Seaton’s remarks 





in Salt Lake City gave no indication that 
the administration intends to back away 
from its former policies. Speaking to the 
press, Seaton declared: “If there is any- 
thing wrong with the Eisenhower concept 
it’s a question of salesmanship rather than 
practicality, right, and justice. I am not 
aware of any move to modify this admin- 
istration’s over-all policy.” Seaton’s ad- 
dress, however, stressed the public owner- 
ship aspects of water resources and the 
basin-wide approach to future planning, 
exemplified by the Upper Colorado river 
storage project passed by the last Con- 
gress. Seaton called the project “a 
momentous milestone in general reclama- 
tion legislation . . . because it provides a 
basin-wide approach—not only to the de- 
velopment of our water resources—but to 
financing of reimbursable costs.” 


Seren noted that repayment of reim- 
bursable phases of the Upper Colorado 
project will be taken care of through 
basin-wide account. The account will be 
built up by revenues which will come prin- 
cipally from the several hydroelectric 
plants on the project. In this way, irriga- 
tion projects in the Colorado river basin 
can be aided in pay-out even if they are 
not physically connected to a multipurpose 
storage dam at which power is produced. 
Said Seaton: 
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I believe this policy to be a logical 
step in the multipurpose approach we 
are now taking to basin development. 
It is certainly worth considering in other 
river basins as well, and we should con- 
tinue to press for a careful evaluation 
of such an over-all policy. 


He emphasized that multipurpose de- 
velopment is also multiagency develop- 
ment. ‘There is a definite place,” he said, 
“in multipurpose development for state 
and local agencies and for co-operative 
groups. They should have as much re- 
sponsibility as they can reasonably be ex- 
pected to assume.” 

Seaton went out of his way to reassure 
those who fear private participation in 
multipurpose projects will jeopardize 
basin-wide development. He noted that 
private company development of river 
sites is licensed only after plans have 
been reviewed by the Federal Power Com- 
mission and commented upon by the De- 
partment of the Interior and other affected 
agencies. “This procedure is calculated to 
make certain that those projects also fit 
into the multipurpose needs of the river 
basin. Certainly, the department I head 
will scrutinize all such proposals to assure 
that they fit into multipurpose planning.” 


Grton revealed that Interior has sev- 
eral proposals ready for consideration 
by the next Congress which provide for 
partnership development of multipurpose 
river structures. “We see no reason to in- 
flict the whole burden of financing of these 
projects on the federal government wher- 
ever and whenever nonfederal interests 
are willing to assume a share,” he stated. 
“So long as the public interest is pro- 
tected, the end results are the same.” 
Under total federal development, Sea- 
ton explained, hydroelectric plants will 
be amortized within a specified time, fifty 
years or less. Thereafter, revenue from 
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these plants is to be available to finance 
other resources development. Under the 
partnership plan, nonfederal utilities pro- 
vide the necessary capital to construct the 
power facilities in multipurpose dams. In 
return, they get the power produced dur- 
ing the amortization period. Thereafter, 
the federal government may dispose of the 
power in any way the law provides. The 
revenue from its sale will be available for 
other purposes, just as it will be on dams 
totally financed by the federal government. 
He continued : 


By the same reasoning, the Federal 
Power Commission issues licenses for 
nonfederal development only for 50- 
year periods. At the ead of that time, 
the government can, and should, take a 
new look. If a better or more important 
use is found for the water, the license 
need not be renewed. In cases where it 
is renewed, serious consideration should 
be given to a falling water levy. The 
revenue from this levy could be used 
for resource development just as it is 
in the federally constructed dams. 

Make no mistake our rivers and 
streams are publicly owned resources. 
We are taking every possible measure 
to protect and enhance the public inter- 
est in them—and we should. But we do 
feel that they should be used, because 
conservation does not mean stagnation 
in our dictionary. 


eral development was also the 
theme of an address by Commissioner 
of Reclamation W. A. Dexheimer at the 
annual meeting of the Inland Empire 
Waterways Association in Yakima, Wash- 
ington. “No longer can we allow our 
precious natural resources to be forever 
committed to a single segment of our 
economy,” Dexheimer said. Only through 
co-ordinated and comprehensive planning, 
considering all the various interests, com- 
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paring each alternative approach critical- 
ly with all ot!ers, and weighing each in 
terms of its worth to the whole, can we 
realize the maximum effective utilization 
and proper conservaticn of our available 
resources.” But multipurpose, basin-wide 
development does not mean a single 
agency plan or an entirely federal project, 
he emphasized. “There is room for public 
and private agencies alike and for local, 
state, and federal participation. The great 
need is for integrated planning and opera- 
tion for maximum benefits.” 

It was at Yakima that Dexheimer re- 
vealed a new Interior plan for develop- 
ment of the lower Snake river in Idaho. 
An evaluation study made by the Bureau 
of Reclamation and submitted to Secre- 
tary Seaton indicated that a high dam at 
Pleasant Valley, presumably to be built by 
the federal government, would provide an 
additional 1,300,000 acre-feet of flood 
control for the Columbia river system. 
The plan envisages a giant storage and 
power project in the middle Snake and 
will, if finally approved, require revision 
of several projects planned by private 
utilities in the same area. The federal proj- 
ect would eliminate a dam planned at 
Pleasant Valley by the Pacific Northwest 
Power Company. Furthermore, construc- 
tion of a high dam in this locality would 
flood out the Hell’s Canyon site where the 
Idaho Power Company has scheduled a 
run-of-the-river dam. It would not inter- 
fere with Idaho Power’s Oxbow and 
Brownlee projects, nor with Pacific 
Northwest Power’s plan for a dam at 
Mountain Sheep. 


pmo paid tribute to the Upper 
Colorado river storage project as an 
excellent example of basin-wide planning 
for multiple use of available resources and 
said Interior is studying the possibility of 
establishing the same idea of a basin pool- 


ing plan embracing the various projects 
in the Columbia river basin. He noted that 
assistance from power revenues for non- 
adjacent lands was made part of the au- 
thorization of the Chief Joseph dam proj- 
ect; in the closing days of the last Con- 
gress, the principle was again recognized 
by the authorization of the Crooked river 
project in central Oregon. This project 
would utilize the excess power revenues 
after the power features have been paid 
out at The Dalles dam to aid in the re- 
payment of costs for irrigation develop- 
ment of about 20,000 acres of fertile land. 
“The federal government cannot do all 
the development of resources needed,” 
Dexheimer concluded. “It can and does 
do a large share. Co-operation in planning, 
financing, and operation is essential.” 


—— misconception is that part- 
nership in resources development is 
something new. Robert E. Merriam, as- 
sistant director of the Bureau of the 
Budget, pointed out to the association that 
the concept goes back to the administra- 
tion of Theodore Roosevelt. He noted 
that between 1906 and 1953 some 26 so- 
called partnership projects were con- 
structed in 13 states, 12 of these being 
under Republican administrations and 14 
in Democratic administrations. Since 
1908, Merriam said, the Bureau of 
Reclamation has been making partnership 
arrangements with local water users’ or- 
ganizations or power companies for pro- 
vision of power facilities connected with 
its reclamation projects. In 1917 a unique 
partnership agreement was worked out 
between the bureau and the California- 
Oregon Power Company on the Link river 
near Upper Klamath Lake. The greatest 
resources project now in process, the St. 
Lawrence river development, is proceed- 
ing under the combined efforts of the fed- 
eral government, Canada, the state of 
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New York, and the Province of Ontario. 

Under the Eisentiower administration, 
three projects which had previously been 
authorized for federal construction have 
gone forward with local initiative, Mer- 
riam remarked. These partnership develop- 
ments will provide 1,525,000 kilowatts of 
power at a total nonfederal power de- 
velopment cost of nearly $500,000,000, 
thus allowing an equivalent amount of 
federal money to be spent elsewhere. 
Merriam noted that two of these three 
partnership projects were strongly backed 
by Democrats; the Coosa river develop- 
ment in Alabama (in which the hydro- 
electric features are being constructed by 
a private utility) was urged and supported 
by Senators Sparkman and Hill and eight 
of the nine Democratic Congressmen from 
Alabama, and the Markham Ferry project 
in Oklahoma (where a state agency is de- 
veloping hydroelectric features) was 
backed by Senators Kerr and Monroney. 
In both instances, said Merriam, previous- 
ly authorized federal development had not 
proceeded for a number of years because 
of the competition for federal dollars. 


— revealed that a dozen or so 
other partnership projects which 
would involve federal participation are 
now under consideration. These proposed 
projects, he said, could develop as much 
as 5,000,000 kilowatts of power, at an ap- 
proximate saving of $2 billion to the fed- 
eral government. In the Pacific North- 
west, licenses have been issued in the past 
three years for power development—in 
addition to federally authorized develop- 
ments—amounting to 3,200,000 kilowatts. 
“Our best current estimate,” he stated, “‘is 
that $40 billion will be needed to provide 
national power needs over the next ten 
years.” In the Pacific Northwest alone, he 
said, at least 12,000,000 kilowatts will be 
needed during the next two decades. to 
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meet estimated needs. In the past four 
years the federal government has spent 
$3.5 billion for the construction of water 
resource and power projects. Expendi- 
tures for the current year, Merriam pre- 
dicted, will reach approximately three- 
quarters of a billion dollars. He continued : 


When we look at the resource field in 
the light of these facts we find that as 
of now the Congress has authorized 
projects costing an estimated $10 bil- 
lion on which no work has yet been 
started. The demands to authorize more 
such projects come from every section 
of the land. Natural disasters such as 
the floods in New England and Cali- 
fornia last year highlighted specific 
area problems. It would take years to 
build all authorized projects, even at a 
vastly accelerated rate of construction. 
No one area can ever expect a President 
and a Congress, representing as they 
collectively do all of the country, to 
funnel all or even most of the available 
federal money for resource develop- 
ment into that area to the exclusion of 
everyone else. . . . However, let there 
be no misunderstanding. This adminis- 
tration will exert every effort to provide 
to the maximum possible extent con- 
sistent with other requirements our 
share of your needs. 


nial in resource development 


is not a question. of favoring one group 
over another, Merriam concluded, stating: 


It is simply a matter of plain common 
sense, and urgent necessity. We all agree 
that investment in development of our 
natural resources is one of the best in- 
vestments we can make. This adminis- 
tration is firmly devoted to that 
philosophy. And we also realize that 
that good power investments not only 
are sound, but that they will be repaid. 
But what some people seem to forget is 

















that if a federal investment is made in 
power resources which could just as 
well be built by state, local, or private 
resources, then for the 50-year period 
of repayment, at least, this money will 
not be available for other developments 
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which perhaps could not be built by 
others. 


Merriam said the time has come to take 
a hard and careful look to see where we 
are—to stop bickering. 





A Veteran Expert Looks at Regulation 


_ McKeage well deserves the laud- 
atory comment written as a foreword 
to his book by Chairman Eugene S. 
Loughlin of the Connecticut Public Util- 
ities Commission and former president of 
the National Association of Railroad and 
Utilities Commissioners. A former judge 
of the superior court of California, as well 
as a federal hearing commissioner during 
World War II, Judge McKeage is best 
known in utility circles for his twelve 
years of service as chief counsel of the 
California Public Utilities Commission. 
In his own preface, Judge McKeage points 
out that “general treatises on administra- 
tive law do not reach the specific problems 
of public utility regulatory law, a field that 
constitutes, within itself, a very large 
body of law.” 

In effect, his book, “Public Utility Reg- 
ulatory Law,” brings together for the first 
time seven articles on utility regulation 
previously published or handled in the 
form of addresses by the author in recent 
years. The seven chapter headings suggest 
the coverage: (1) the place and functions 
of the regulatory commission; (2) the 
genesis of the Interstate Commerce Act 
and its effect on state regulation; (3) val- 
uation of public utility property; (4). due 
process in administrative law; (5) state 
regulation of air carriers; (6) the repudia- 
tion of the Ben Avon decision; and (7) 
public utility regulation in California. 

The general reader will find the chapter 
on valuation quite provocative. Judge 





McKeage has some very definite ideas on 
this subject and he has small sympathy for 
the “eminent domain theory” of allowing 
the utility a reasonable return on its in- 
vestment. He states: 


No contention is herein made that it 
would be unlawful to value property in 
a rate case at fair value or fair market 
value, as has been done in many cases 
in the past. Some day the courts may 
outlaw such procedure, but that has not 
been expressly done as yet. I believe 
that the cost basis is preferable for val- 
uing all property for rate-fixing pur- 
poses. The prudent investment theory, 
with reasonable adjustment for special 
situations, recommends itself. Even 
though we may have no ready-made 
name, slogan, or label to affix to such 
formula, we should not hesitate to adopt 
it if reason and justice demand. .. . 


The author adds the qualification that 
no basis or formula can be devised, in his 
opinion, that will produce exact results or 
exclude all uncertainty or exercise of 
judgment in rate valuation. He does con- 
tend, however, that the present rule fol- 
lowed by the U. S. Supreme Court is a 
vast improvement over the “former 
chaos,” referring to the day of reproduc- 
tion cost ascendancy. 

Pusiic Urmrry Recutatory Law. By Everett 


C. McKeage. Vantage Press, New York, New 
York. 107 pp. Price, $5. 
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FPC Refuses State License for 
Niagara Units 


(> loo Federal Power Commission re- 
cently ruled that it lacks authority to 
issue a license to New York state for con- 
struction of new power plants at Niagara 
Falls. 

The commission said it could not de- 
termine the validity of a reservation 
initiated by the Senate to a 1950 treaty 
between this country and Canada concern- 
ing additional diversion of Niagara river 
water for power purposes. The Senate re- 
served for itself the right to name the 
agency or corporation that would carry 
out the development. In 1953 the House 
voted to give such authority to a group 
of five New York state private utilities. 
Senate inaction killed the bill. 

The application for the project had been 
filed on August 20th by the New York 
State Power Authority. On November 
14th the commission heard oral argument 
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on the question of its authority to issue 
the requested license. FPC’s decision is 
expected to be contested in the courts. 


Pipeline’s Deadline off Again 
HE Canadian Board of Transport 
Commissioners on November 30th 

extended from December Ist to February 

Ist the deadline in which Trans-Canada 

Pipe Lines, Ltd., must show it can. ar- 

range for the $370,000,000 financing 

necessary for the construction of the 

world’s longest gas pipeline—some 2,340 

miles. It was the sixth deadline postpone- 

ment in two years for the gas utility com- 
pany, which has already completed con- 
struction of some 218 miles of the line. 

Witnesses appearing in Ottawa on be- 
half of the utility told the board they were 
hopeful they could finance adequately the 
project in the next two months. They 
noted that the money market had de- 
teriorated. 


Illinois 


Files Revised Rate Schedule 


espe aceite Epison CoMPAny re- 
cently filed with the state commerce 
commission a proposed revision of its resi- 
dential rate schedule to establish a new 
attractive rate for uncontrolled electric 
water-heating service. 
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Providing a charge of 1.5 cents per 
kilowatt-hour for water-heating service 
on a 24-hour-a-day basis, the new rate 
would apply to residential customers of 
Commonwealth Edison and its Public 
Service Company division. 

According to the utility, rate revision 
would enable local home owners to take 








THE MARCH OF EVENTS 


advantage of more compact, quick re- 
covery electric water heaters. These new 
electric water heaters replenish hot water 


after draw-offs at a faster rate to provide 
more efficient hot water service from a 
small-sized tank. 


Mississippi 


New Procedure Rules 


Peer Rubel L. Phillips of the state 
public service commission announced 
last month that new rules of practice and 
procedure for the regulation of utilities in 
the state will be put into effect on January 
Ist, covering electric, natural gas, water, 
and telephone companies. He added that a 
similar revision of rules and regulations 
governing rail and highway transportation 


would be adopted later by the commission. 
A tentative set of new rules of practice 
and procedure was forwarded to utilities 
by the commission several months ago to 
obtain their views for possible changes. 
Open hearings have since been held. 
“We are working with the utilities for 
the best possible set of rules and regula- 
tions and will go along with them on sug- 
gestions, so long as the best interests of 
the public are maintained,” Phillips said. 


Pennsylvania 


Commission Orders Refund 


jaw state public utility commission last 
month ordered Pennsylvania Power 
& Light Company to refund $6,320,736 
to its customers. The order said the rebate 
covered excessive charges and interest 
over a 24-year period ended February 28, 
1955. 

The sum includes $5,267,280 which the 
commission charged was excessive collec- 
tion and $1,053,456 in interest, which the 
commission fixed at 20 per cent. 

The action was the result of a state 
superior court mandate which required 
the utility to eliminate as an operating 
expense the annual amortization of 
amounts it paid in excess of original costs 
to purchase smaller utilities which had 
merged into its 28-county system. These 
expenses were allowed by the commission 
in 1952, but were later appealed by 198 
manufacturing and commercial concerns 
and taken to the superior court. 

The refund and interest, on a pro rata 
basis for all residential, industrial, and 
commercial consumers, will amount 
roughly to 24 per cent of what each paid 


during the rebate period. The refunds will 
date from August 12, 1952. 


Commission Defers Gas Rate 
Increase 


— state public utility commission 
recently postponed another three 
months to next March 2nd an estimated 
$1,233,800 annual natural gas rate in- 
crease proposed by the Pennsylvania Gas 
Company, Warren. 

A 6-month suspension of the increase 
ended December 2nd, but the commission 
said it could not complete an investigation 
before that time. Another round in a series 
of hearings was scheduled to be held in 
Harrisburg from December 11th to 
13th. 

A number of protests were filed against 
the increase, including those from the city 
and county of Erie and consumers. 

The increase was filed to go in effect 
last June 2nd, but the commission delayed 
it for the inquiry. 

The utility wants to raise charges to 
most of its 57,700 consumers in Elk, Erie, 
Forest, McKean, and Warren counties. 
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Rhode Island 


Asks Electric Rate Hike 


mN application for a general rate in- 
crease, averaging about 94 per cent, 
was filed with the state division of public 
utilities by the Narragansett Electric Com- 
pany last month, to be effective January 
1, 1957. 

The rate increase, which would produce 
about $1,450,000 in new revenue after 
taxes, represents boosts of about 13 per 
cent for domestic users of electricity, about 
4 per cent for commercial and industrial 
power, about 283 per cent for gas cus- 
tomers in Westerly, Warren, and Bristol, 
and about 10 per cent for farm users. 

Figures supplied by the company in- 
dicated that the increases would run about 


$10 a year for domestic users of electricity 
and to about $18.25 annually for gas cus- 
tomers in the three communities. 

Ralph E. Nock, vice president and gen- 
eral manager, said the increases, which 
are the first sought by the company on a 
system-wide basis in thirty-eight years, 
will amount to less than “three cents per 
day on the average to our 172,000 resi- 
dential electric customers and five cents 
per day to our 6,000 gas customers in 
Westerly, Warren, and Bristol.” 

State Senator Ralph T. Lewis (Re- 
publican, Warwick) wired Thomas A. 
Kennelly, state public utilities administra- 
tor, expressing his desire to be heard be- 
fore the administrator acted on the ap- 
plication. 


Vermont 


New Electric Firm Authorized 


fi ewe state public service commission 
recently authorized formation of the 
Vermont Electric Power Company, Inc., 
with the express condition that it not be 
construed as an exclusive franchise for 
handling St. Lawrence power. 

The new firm was authorized to have 
$1,000,000 in capital stock. Its main office 
will be in Rutland. It will be set up by 
three officials of the Central Vermont 
Public Service Corporation, the state’s 


largest electric utility, it was reported. 
They are Central Vermont Public Serv- 
ice’s President Albert A. Cree, Vice Presi- 
dent Harold L. Durgin, and General 
Counsel Edwin W. Lawrence. 

In 15-point findings, the commission 
ruled it would be in the general good of 
the state to have the new company. But 
it stipulated this finding was not to be 
prejudicial to any other company nor in- 
terpreted as a commitment for the cor- 
poration to transmit and distribute St. 
Lawrence power. 


Washington 


To Pay Street Repairs 

oe Spokane Natural Gas Company 

recently submitted written assurance 
to the city council that it would reimburse 
the city for any street repairs it may be 
required to make as the result of gas main 
excavation. The public works commission- 
er had said his crews would not continue 
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work without assurance of reimburse- 
ment. 

The letter, signed by the gas company’s 
president, said the company “realized its 
responsibility” for maintaining .cuts in 
paving, dirt streets, and alleys. The com- 
pany, it was said, would pay on the tenth 
day of the month following the date of 
billing. 
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Trends and Topics 
Foreign Attachment Ban by Telephone Company 


“Lo action of a federal court in setting aside an order of the Federal Com- 
munications Commission (12 PUR3d 73) dismissing a complaint against 
a rule prohibiting Hush-A-Phones (silencing devices attached to telephone in- 
struments by subscribers) raises the question as to how far a telephone com- 
pany may go in prohibiting foreign attachments (decision reviewed at page 1013 
in this issue of Pusiic Utiities ForTNIGHTLY). Over a long period of years, 
general prohibitions against foreign attachments have been upheld. Such a 
rule, for example, was approved in Indiana in 1915 (PUR1915A 930) and 
again in 1930 (PUR1930B 431). But in the Hush-A-Phone Case the court 
drew a distinction between foreign attachments which might affect only the 
subscriber’s use of his telephone and attachments which might be publicly 
detrimental. 


Necessity and Nature of Restriction 


mN examination of decisions on foreign attachment prohibitions reveals uni- 
form support for the right of a telephone company to controi all the fa- 
cilities which it owns. This has been deemed necessary in order that the com- 
pany may meet its obligation to provide adequate service. The problem, how- 
ever, is to fix the point where the company’s operation and responsibility would 
end. 

If the subscriber is willing to impair his own service, can the company ob- 
jeet? If this also impairs the service of the one to whom he is talking, is that 
a “public” detriment? The decisions do not specifically settle these questions, 
but the views expressed do shed some light on the problem. 

The Oregon commission expressed the opinion that to permit subscribers 
to attach their own equipment to a company’s lines would result in injury and 
impairment to service and would be contrary to public interest (16 PUR NS 
348). It was pointed out that attachments by subscribers would not only re- 
sult in the company losing control over the instrumentalities of service, but 
would also result in the commission losing regulatory control. 
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The Ohio commission upheld a telephone company’s rule providing that if 
unauthorized attachments were made by the subscriber to telephone facilities, 
the company should have the right to disconnect such an attachment or suspend 
service. 

The commission decided that the company might properly suspend service 
to a subscriber employing a telephone-answering device (“teleragnet”) 
not feasible for use on all the company’s phones where such device violated the 
rule prohibiting unauthorized attachments and the company made available 
to the customer a similar device (8 PUR3d 350). Lack of control by the com- 
pany would prevent it from correcting deficiencies in service. The commission 
said it must be stressed that not only the service of this subscriber must be con- 
sidered, but also service to in-calling subscribers. 


Ban on Direct Interference with Instruments 


The New Jersey commission, years ago, approved a rule prohibiting the use 
of any apparatus or appliance not furnished by the company (PUR1920D 
137). The Quick Action Collection Company had been using a device attached 
to its telephone which held the receiver to the ear, opening and closing the cir- 
cuit automatically, so that both hands of the person using the phone were free. 
The telephone company ordered removal of the device. It appeared that the 
attachment required disconnection of the standard receiver and receiver hook. 
A small iron bar was provided which was to be inserted in place of the receiver 
hook. To this was attached an extension bracket of the “lazy-tongs” type, at 
the end of which was attached a receiver. The commission said that if private 
ownership of any part of the facilities were permitted, the telephone company 
would, to that extent, lose control over the instrumentalities of the service. 

The California commission did not think a telephone company should be 
required to permit the attachment of an automatic fire-alarm device to sub- 
scribers’ facilities when the evidence indicated that the proposed attachment 
was unworkable from an engineering standpoint and it might interfere with 
the normal function of the telephone system at large (78 PUR NS 143). 
Prohibitions against telephone-answering devices have also been upheld in 
California (90 PUR NS 185). 

An Oklahoma court ruled that the sale by a manufacturing company of 
metallic advertising devices to telephone users for attachment to handsets con- 
stituted a repeated and continuing inducement to the users to breach their con- 
tracts with the company in which they agreed not to permit the attachment 
of any advertising devices upon their instruments except with company ap- 
proval (93 PUR NS 425). The court decided that this device interfered with 
the operation of dial telephones, damaged the instrument, caused confusion as 
to the origin of toll calls, and deprived the company of the use of the dial center 
space for instructions to users. 

The New York commission, in one case, decided that a regulation prohibit- 
ing the attachment of any apparatus or device not furnished by the company 
need not be amended or declared unreasonable, in so far as an alleged improved 
dial finger wheel was concerned, whereby comparison of the equipment of the 
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company was not shown to be inadequate, inefficient, improper, or insufficient 
(10 PUR NS 323). 

Telephone companies have been held justified in prohibiting the use of 
switches, call bells, extensions, or other devices whereby other than subscribers 
are allowed to receive or transmit messages over rural lines of mutual switch- 
ing companies or through the central office of the telephone exchange (PUR- 
1925E 778). 


General Prohibition 


The New Jersey commission, in approving a prohibition against foreign 
attachments, said that if an attempt were made to allow exceptions, it would 
be difficult, if not impossible, to draw a distinction between units of equipment 
owned by subscribers which might be serviceable in connection with the system 
and those which could not satisfactorily be used (PUR1920D 137). 

The Louisiana commission, in upholding such a prohibition in a case involv- 
ing an answering device, expressed the opinion that it is impracticable to 
deal with a matter of this character except by a rule of general application 
(87 PUR NS 33). 

Limitation on Attachment Ban 


The New Jersey commission, in a later case, said that the fundamental tests 
in determining the reasonableness of a company regulation prohibiting foreign 
attachments to instruments are (1) whether the attachment would interfere 
with the company’s rendering safe, adequate, and proper service, and (2) 
whether the attachment would place an unreasonable burden on the company’s 
subscribers in general (100 PUR NS 124). Automatic answering devices not 
supplied by the Bell company were found to be unsuitable, but the commission 
would not give unqualified approval to a prohibition against “every instru- 
ment or device linked in any way with telephone service.” The commission 
said it would be contrary to public policy to extend the monopoly of a telephone 
company to a degree not intended by the legislature and stifle advancement in 
the highly complex and important art of telephony. 


Interference with Property Rights 


Aside from interference with service, there is also the question of the tele- 
phone company’s property rights. This question arose in the recent case (re- 
viewed in Pusiic UTiLities FortNIGHTLY, October 25, 1956, at page 732) 
involving plastic covers for directories. A complaint by Illinois Bell Telephone 
Company to prevent their distribution to subscribers for advertising purposes 
was sustained by an Illinois court. The company owns the directories and may 
bar outsiders from inducing subscribers to interfere with them, even though 
the operating mechanism is not involved. 
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Review of Current Cases 


Subsidiary’s Rate of Return Based on Parent’s Capital Cost 
And Rate Base and Expense Questions Considered 


i seercigennie & ALLEGHENY Gas Com- 
PANY obtained permission from the 
Maryland commission to file rates cal- 
culated to produce a rate of return of 6 to 
6} per cent. The company’s existing rates 
afforded a rate of return of only 4.78 per 
cent on an average net original cost rate 
base. 

The commission observed that the com- 
pany would secure capital for contem- 
plated construction from a parent corpora- 
tion. Therefore, in determining the rate 
of return for the subsidiary, the commis- 
sion took into consideration as one ele- 
ment the cost of capital to the parent. Evi- 
dence showed that the parent’s historical 
cost of debt capital was 3.36 per cent. 
However, it was noted that the prime rate 
for money had increased a full one per 
cent during the past fifteen months. Testi- 
mony further showed that the cost of 
common equity money was 10 per cent. 
The parent’s debt ratio was 54 per cent. 


Gas Field and Other Rate Base Items 


A number of contentions were put for- 
ward by parties opposing the rate increase. 
The company had purchased a natural gas 
field for $4,000,000 and later discovered 
that the field’s gas reserve amounted to a 
third less than had been anticipated at the 
time of purchase. Because of the question- 
able advisability of the purchase, it was 
contended that the company’s final instal- 
ment payment should be excluded from 
the rate base. The company had considered 
all available information relating to the 
field before buying it, and no evidence 
was offered to show that it acted negligent- 
ly in evaluating the information. In these 
circumstances the commission allowed the 
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payment less interest on the amount in- 
volved. 

The commission allowed the company’s 
prepaid accounts as a part of the rate base. 
It disallowed a claim for cash working 
capital, pointing out that the company en- 
joyed a lag in its payments for labor, ma- 
terials, supplies, gas, and other purchases. 
Furthermore, large tax accumulations 
were available for working capital so that 
additional working capital was not needed. 

Also excluded from the rate base 
were customers’ refundable advances for 
construction. As with contributions in aid 
of construction, the commission indicated, 
to allow a return on such items would, in 
effect, amount to an allowance of a return 
on customers’ own money. 


Gas Cost and Other Expenses 


The company had contracted to pay for 
a minimum of 10,800 Mcf of gas per day. 
Since the test year peak demand was little 
more than 6,000 Mcf, the opposing parties 
claimed that the contract cost of the re- 
maining 4,000 Mcf should not be allowed 
as an expense. The commission indicated 
that it could criticize the company’s con- 
tract only if it were shown that the means 
by which the company determined its peak 
demands were improper. No such show- 
ing was made. On the basis of the test 
year only, the commission said it could 
not presume to dictate some other method 
of determining the peak demand, which 
might result in a shortage of supply. The 
full cost of the 10,800 Mcf was there- 
fore allowed. 

Similarly, in the absence of any evi- 
dence that the company had not made rea- 
sonable efforts to minimize losses of un- 
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accounted-for gas, the full measured 
amount of such losses was allowed. The 
commission refused to accept as a 
“normal” loss a figure based upon compu- 
tations of another year or upon the op- 
erating experience of another company. 
The loss will necessarily vary from year 
to year and from company to company as 
a result of the changes in operating sys- 
tems and constantly varying conditions. 
It was urged that the company should 
not be allowed to increase the depletion 
charge which was originally established 
on the basis of the initial estimate of re- 
serves. The commission thought, however, 
that a realistic rate of depletion should be 
charged against the field and therefore 
authorized a substantial increase. No evi- 
dence was offered to indicate that the 
present calculation of reserves was incor- 
rect. The company proposed to eliminate 


discount forfeitures incurred by customers 
who failed to pay their bills within the 
prescribed time. The result of eliminating 
forfeitures would be to charge all cus- 
tomers to make up the amount so lost. 
The proposal was denied as being un- 
justifiable at this time, considering the 
difficulty that the company had had in re- 
covering a reasonable return on its plant. 

Amortization of the cost of three rate 
cases was authorized over a period of five 
years. Opposing parties argued that a 10- 
year period should be used in view of the 
fact that there were only three cases dur- 
ing the last twenty-eight years. Since, 
however, all three had occurred after 
1952, the commission thought the matter 
should be viewed in the light of recent ex- 
perience. Re Cumberland & Allegheny 
Gas Co. Case No. 5463, Order No. 52492, 
November 9, 1956. 


Telephone Company Ban on Silencing Device Not 
Supported by Proof of Public Detriment 


i United States court of appeals has 
set aside and remanded an order of 
the Federal Communications Commission 
(12 PUR3d 73) which dismissed a com- 
plaint of the Hush-A-Phone Corporation 
against telephone tariffs prohibiting the 
use of silencing devices on telephone in- 
struments. The court believed that there 
were no findings to support the commis- 
sion’s conclusion that the use of a Hush- 
A-Phone involves public detriment. 

The effects of using a Hush-A-Phone, 
the commission had found, are to give the 
user privacy against near-by eavesdrop- 
pers and to make for a quieter line by ex- 
cluding extraneous noise. It was conceded 
that the person to whom the Hush-A- 
Phone user is speaking hears a lower and 
somewhat distorted sound. Apparently, 
according to the court, this diminution of 
volume and clarity of the user’s voice, as 


heard by the party to whom he is speak- 
ing, rather than any effect upon the sys- 
tem generally, was what the commission 
meant when it spoke of impairment of 
service. The commission had weighed the 
silencing device’s benefit of privacy 
against the public detriment involved in 
the loss of intelligibility, and had con- 
cluded that it was not unjust and unrea- 
sonable to forbid its use. 


Commission Control over Telephone Use 


In considering the commission’s con- 
trol over a subscriber’s use of his tele- 
phone, the court pointed out that the com- 
mission asserted a right to prevent the 
subscriber from conversing in compara- 
tively low and distorted tones by aid of a 
device other than his own body. The tele- 
phone company did not challenge the sub- 
scriber’s right to seek privacy. It merely 
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said that he should achieve it by cupping 
his hand between the transmitter and his 
mouth and speaking in a low voice. The 
court believed that this was no less likely 
to impair intelligibility than the silencing 
device itself. In neither case, however, 
would any one other than the two parties 
to the conversation be affected. 

The court concluded, therefore, that 
the tariff prohibition constituted an un- 
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warranted interference with a subscrib- 
er’s right to use his telephone in ways 
which are privately beneficial without be- 
ing publicly detrimental. The case was 
remanded because the court believed that 
it is the commission’s function to de- 
termine what changes should be made in 
the tariff to render it just, fair, and rea- 
sonable. Hush-A-Phone Corp. v. United 
States, No. 13,175, November 8, 1956. 


Rate Increase Upheld Despite Absence of Rate Base 
Determination 


. superior court of Pennsylvania 
upheld the commission in dismissing 
a complaint against a small telephone 
company’s proposed rate increase. The 
record was held to support the increase and 
the commission’s finding that the new 
rates were not excessive. 


Fair Value Finding 


The company had been in poor financial 
condition because of bad management. 
New management had taken over and 
inaugurated a program of rehabilitation. 
This program required higher rates. 
Since there were no records or funds to 
conduct a full-scale study, the new man- 
agement attempted to prove in the usual 
manner that the proposed rates were just 
and reasonable. Evidence was presented 
as to the rate base, rate of return, annual 
revenues, depreciation, expenses, and 
taxes. To establish the rate base, the com- 
pany submitted estimates of book cost 
depreciated, historical cost depreciated, 
reproduction new at spot prices as of a 
specific date, and reproduction cost at 
average 5-year prices. None of these was 
entirely acceptable to the commission. 

Therefore the commission considered 
the experience of other small telephone 
companies comparable to the petitioning 
company. The court held that it was not 


DECEMBER 20, 1956 





1014 


error for the commission to refrain from 
making definite finding of fair value, 
since there was sufficient evidence before 
it to conclude that the proposed rates 
were just and reasonable and that the fair 
value would be in excess of any amount 
necessary to support the rates. 


Expensed Property 


It was argued that the commission im- 
properly failed to find that the plant prop- 
erty had been charged to operating ex- 
penses in prior years, and, therefore, ex- 
cluded from the rate base. This argument 
was rejected, however, because no definite 
finding of fair value was made. There 
was merely a testing of the values that 
would clearly support a conclusion that 
the rates were reasonable. The commis- 
sion said that this procedure is not to be 
approved or condoned generally but that 
it was permissible under the particular 
circumstances in this case. Furthermore, 
there was nothing substantial in the rec- 
ord to indicate that the property had been 
charged to operating expenses in prior 
years. 

The most that could be said of the tes- 
timony was that it showed payment for 
property as it was purchased or as im- 
provements were made. It does not fol- 
low that the property was therefore “ex- 

















pensed,” resulting in a dual rate allowance. 


Past Dividend Payments 


It was also argued that the previous 
rates must have been excessive because 
the prior management paid cash divi- 
dends from 1931 to 1949 in an amount 
approximating 1884 per cent of the par 
value of the outstanding stock. The divi- 
dends averaged 8.2 per cent annually for 
those years. The court said that although 
the dividends appeared high, this might 
be considered as an indication of pre- 
vious mismanagement. This money prob- 
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ably should have been part of a deprecia- 
tion reserve to replace worn-out and 
obsolete equipment. As a matter of fact, 
the unbusinesslike conduct of the prior 
management ultimately resulted in finan- 
cial embarrassment of the company. The 
court said that the present users of serv- 
ice should not be required to undergo 
further deprivation of reasonable service 
merely because the inadequacy of prior 
management was not discovered until the 
company’s position was almost hopeless. 
Wall v. Pennsylvania Pub. Utility Com- 
mission, 125 A2d 630. 


Accounting for Research Expenses of Electric Companies 
Engaged in Atomic Energy Program 


b Powe Michigan commission has pre- 
scribed accounting methods to be fol- 
lowed by Consumers Power Company and 
Detroit Edison Company for disburse- 
ments made or expenses incurred in the 
design, construction, and operation of a 
developmental atomic power reactor. Pay- 
ments made by these companies to Power 
Reactor Development Company, a non- 
profit corporation conducting the research 
and development work for a proposed fast 
neutron breeder reactor, may be charged 
to Account 801 (Miscellaneous General 
Expenses) of the Uniform System of 
Accounts. 

The two companies are associated with 
other utilities and manufacturing con- 
cerns in a research program directed to 
the development of commercially compet- 
itive use of nuclear materials to produce 
steam for generating electric energy. 
Power Reactor Development Company 
has received a license from the Atomic 
Energy Commission to construct a fast 
neutron breeder reactor. The electric com- 
panies believe that this reactor offers the 
greatest possibility for the economically 
feasible development of atomic energy for 





electric-generating purposes. This belief 
is supported by the acknowledged experts 
in this particular field. It was pointed out 
that while the construction of such a de- 
velopmental reactor will not be economic, 
it is expected to make possible the design, 
construction, and operation of a com- 
mercially competitive reactor at a later 
date. 

The commission found that the electric 
companies have a responsibility to engage 
in this research and developmental work 
and that their participation in the pro- 
grams designed to accomplish it is in the 
public interest. 


Evidence of Indebtedness 


A question was raised whether the 
electric companies’ proposal to guarantee 
the principal and interest of bank loans 
made to Power Reactor Development 
Company constitutes evidence of indebted- 
ness. The commission held that the execu- 
tion of a guaranty agreement does con- 
stitute evidence of indebtedness. Re Con- 
sumers Power Co. D-875-A-56.1, Novem- 
ber 14, 1956; Re Detroit Edison Co. D- 
1282-A-56.1, November 9, 1956. 
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Submetering by Trailer Park Allowed though Technically 
Violative of Electric Tariff 


i view of a retail electric company’s 
long-standing practice of tacitly con- 
senting to the resale of electricity fur- 
nished to customers, though technically 
in violation of its filed tariff, the Ohio 
commission ordered the company to con- 
tinue service to a trailer park which re- 
sold energy to tenants. 

With the company’s full knowledge and 
consent, the trailer park had installed an 
expensive underground system to provide 
electric service to trailers. Without objec- 
tion, the company furnished energy which 
was resold on a flat rate basis. However, 
when the park determined to install a 
meter system to avoid substantial losses 
suffered under the flat rate system, but 
with no intention of making a profit, the 
company invoked a tariff provision pro- 
hibiting the resale of energy except with 
the written consent of the company. 
Though written consent was not shown, 
the commission found that tacit consent 
had been given to the resale practice, not 
only as to the trailer park but in many 
other cases in the area. 

By virtue of its failure to enforce the 
provisions of its tariff, said the commis- 
sion, the company has created a situation 
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which could not be changed immediately. 
The mere fact that it neglected to give 
consent in writing as spelled out in the 
tariff did not change the fact that con- 
sent had actually been given and that the 
customers were entitled to rely on that 
consent. The commission ruled that to per- 
mit the company to invoke a technicality 
of its tariff as to written consent, in view 
of its past conduct, would be grossly un- 
fair to the trailer park. 


Dissent Cites Public Protection 


A dissenting commissioner expressed 
the view, however, that the commission’s 
decision was contrary to sound regulatory 
practices. That the company had failed to 
apply its submetering tariff provisions in 
a vigorous manner, he pointed out, should 
not now estop the company from enforc- 
ing them. Noting that the commission had 
no authority to regulate the charges and 
services afforded by landlords to their 
tenants, the commissioner. asserted that, 
from the standpoint of proper protection 
for the general public, the provisions 
against submetering should be enforced. 
Long v. Columbus & Southern Ohio Elec- 
tric Co. No. 25,369, November 21, 1956. 


Travel Agency’s Use of Chartered Buses Upheld 


rN Interstate Commerce Commission 
order extending the authority of a 
travel agency and allowing it, as a broker, 
to use vehicles chartered from bus opera- 
tors having only charter authority was 
upheld by a federal district court in an ac- 
tion by passenger motor carriers to set 
aside the order. 

The agency normally sold individual 
“certificates of membership” in specific 
all-expense tours, chartering vehicles from 
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a licensed bus operator for the purpose. 
The protesting carriers urged that the 
agency should use only buses chartered 
from carriers having authority to sell indi- 
vidual tickets. Otherwise, it was said, op- 
erators having only charter authority 
could, through the services of an obliging 
broker, in effect offer individual passen- 
ger service, contrary to the limitations of 
their authority. 

The court refused to set aside the com- 
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mission order, observing that the travel 
agency was not in fact participating in 
any sham device to give charter operators 
broader transportation authority than 
their certificates allowed them. If charter 
operators should collude with brokers for 
illegitimate ends, the commission’s inves- 
tigative powers would be ample to deal 
with any such abuse. 

Considering the agency’s long-standing 
practice with respect to the use of char- 


HE California commission granted a 

certificate of public convenience and 
necessity to a company to operate steam- 
ships between the harbors of San Fran- 
cisco and Los Angeles for the transporta- 
tion of automobiles and motor freight 
carriers, including tractors, trucks, and 
trailers. The proposed service would stim- 
ulate port activity at two of the major 
ports of the West coast, would help elimi- 
nate traffic congestion on the overcrowded 
highways between the two cities, and 
would result in financial savings to the 
truck carriers and, eventually, to the ship- 
ping public. 


Use by Highway Carriers 


Highway carriers, the commission con- 
cluded, could lawfully use the proposed 
service and still retain their identity and 
rights as “for hire” motor carriers through 
movement of freight. The commission 
could find nothing in the law that ex- 


a 4 
Steamship Certificate 
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tered buses, the court intimated that its 
traditional way of doing business should 
not be disrupted. Nothing appeared in the 
Motor Carrier Act contrary to the agency’s 
established practice. 

Moreover, the Interstate Commerce 
Commission’s decision in the agency’s 
favor was found to be consistent with the 
national transportation policy. National 
Bus Traffic Association, Inc. et al. v. Unit- 
ed States et al. 143 F Supp 689. 


in Public Interest 


pressly prohibited truck carriers operat- 
ing under its jurisdiction from using the 
service. 

In expressing its opinion, the commis- 
sion pointed out, it did not mean to imply 
that the service would necessarily be law- 
ful for all carriers under all circumstances. 
Whether a contract carrier could use it 
would certainly depend in part upon the 
terms of his contracts with shipper cus- 
tomers. Whether a radial highway com- 
mon carrier could use it would depend in 
part upon whether it was used with such 
frequency as to transform him into a car- 
rier between fixed termini in violation of 
the limitations on his rights. Determina- 
tion as to the legality of the use of the pro- 
posed service by specific truck carriers un- 
der specific circumstances would have to 
be made from time to time by the com- 
mission. Re Pacific Trailer Ships, Inc. 
Decision No. 53847, Application No. 
37404, October 1, 1956. 


Public Need and Inadequacy of Existing Service 
Support Certificate Extension 


HE Pennsylvania superior court af- 
firmed a commission order authoriz- 
ing a common motor carrier to render 
additional service. The evidence, pointed 
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out the court, need not indicate an abso- 
lute necessity for additional service, nor is 
it necessary that the proposed service be 
absolutely indispensable. The applicant 
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had successfully met the burden of prov- 
ing the need for its proposed service and 
the inadequacy of the existing service. 

Consideration, said the court, could not 
be accorded to a protesting carrier who 
had not been giving the public the service 
to which it was reasonably entitled until 
another carrier sought to render competi- 
tive service. The court was limited, upon 
review, to the question of whether there 
was substantial evidence to support the 
findings and order of the commission. 
Substantial evidence was defined as rele- 
vant evidence which a reasonable mind 
might accept as adequate to support a 
conclusion, especially when considered in 
connection with the accommodation or 
convenience of the public. 


Evidence Substantial 


The applicant, from the point of view 
of time and distance, was better able to 
provide the service required by the shipper. 
The applicant could furnish direct and 
through service to the customers of the 
shipper without the necessity of trans- 
ferring or interchanging trailers with 
other carriers and without the necessity of 
loading the trailers specially to conform 
to the routes of other carriers. Cargo 
could be discharged at several points in 
one trip with dispatch and convenience to 
the public generally. While such evidence 
was not voluminous, the court held that it 
was substantial. Modern Transfer Co. v. 
Pennsylvania Pub. Utility Commission, 
125 A2d 463. 


Community Television Antenna Not a Public Utility 


COMMUNITY television antenna which 
received television signals from 
available sources, amplified them and sent 
them through a coaxial cable to subscrib- 
ers’ television sets by tap-off devices, was 
held by the California supreme court not 
to be a telephone, electrical, or telegraph 
corporation subject to commission juris- 
diction. 

Unless a community television antenna 
fell within one of the classes of public 
utilities enumerated in the statute, said 
the court, the commission had no jurisdic- 
tion over it. The commission had urged 
that television was merely an advanced 
form of telephony, the art of reproducing 
sounds at a distance (11 PUR3d 430). 


Television and Telephony Distinguished 


The court agreed that television and 
telephony had in common the transmission 
of voices for sounds, but the methods of 
transmission were different. By tele- 
phone one could carry on a 2-way com- 
munication by speaking as well as listen- 
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ing, and pictures of speaker and listener 
did not yet form a part of the communica- 
tion. Telegraphy differed from both in 
that ordinarily neither voices nor pictures 
were transmitted. Each had in common 
the use of electricity, conduits, ducts, 
poles, wires, cables, instruments, appli- 
ances, etc., but no one of them included 
all of the features of the others. 
Furthermore, the service by television 
as well as radio was more akin to that of 
music halls, theaters, and newspapers than 
it was to that of either telephone or tele- 
graph corporations. Thus, under the Com- 
munications Act of 1934, those engaged 
in the telephone or telegraph business were 
regulated as common carriers, whereas 
television and radio broadcasting was rec- 
ognized as a field of free competition. 


Decisions in Other States Examined 


The court noted that the question of 
whether a community television antenna 
was a public utility had been considered 
in at least two other states. In holding 
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that it lacked jurisdiction because Con- 
gress had completely occupied the televi- 
sion field, the Wisconsin commission (89 
PUR NS 149, 150) had expressed consid- 
erable doubt whether a community televi- 
sion antenna was a telephone company. 
The Wyoming commission, however, had 
determined that such an antenna was a 
public utility (6 PUR3d 129). It had sig- 


nificantly based its conclusion on the 
ground, not that a community television 
antenna was a telephone corporation, but 
that under the Wyoming statute public 
utilities also included plants, property, or 
facilities for the transmission of intelli- 
gence by electricity. Television Transmis- 
sion, Inc. v. California Pub. Utilities Com- 
mission, 301 P2d 862. 


Transfer of Territory and Toll-free Service Denied to 
Subscribers 


|B grees a number of petitions by in- 
dividuals, the Alabama commission 
refused to require Southern Bell Tele- 
phone & Telegraph Company to provide 
service to an area within the territory of 
Ardmore Telephone Company. The peti- 
tioners desired service through Southern 
Bell’s Huntsville exchange, 20 miles dis- 
tant, because of economic connections 
with Huntsville. While the area was not 
at that time being served, Ardmore had 
completed financial and other prepara- 
tions to furnish satisfactory service 
through its local exchange only seven 
miles away. 

Testimony showed that Southern Bell’s 
existing facilities would have to be re- 
vamped and expensive construction un- 
dertaken in order to furnish service to the 
area. 

The cost would be substantial, ne- 
cessitating a monthly charge of $8 to $9 as 
against $3.30 per month for Ardmore 


service plus a toll charge for calls to 
Huntsville. The only evidence of the 
needs of other persons in the area was a 
considerable number of applications for 
Ardmore dial service. 

Because the area must be served by 
only one exchange, said the commission, 
in the interest of sound economy consid- 
eration must be given to the needs of the 
other persons located in the area. The 
commission thought that direct toll-free 
service to Huntsville was impractical on 
the ground of cost. Moreover, such serv- 
ice furnished at high cost would be unduly 
discriminatory as to other subscribers. 

The commission did not consider the ef- 
fect, if any, on the Ardmore company’s 
future economy if it were required to re- 
linquish the area involved, because of the 
dearth of testimony offered on the ques- 
tion. Whitt, Group Expediter et al. v. 
Ardmore Teleph. Co. et al. Docket 
14221, November 8, 1956. 


Commission Findings Sustained against Unsupported 
Exceptions 


—_ Vermont supreme court sustained 
a commission decision authorizing 
an applicant to operate a ferry service. 
The decision was appealed by a certifi- 
cated ferry owner operating several miles 


from the place of the proposed service. 

Ample evidence satisfactory to the 
commission was presented to show finan- 
cial responsibility of the applicant and 
the feasibility of the enterprise. The com- 
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mission found that the new service would 
be in the public interest. On the other 
side, however, it was contended that the 
new ferry service would not serve the pub- 
lic interest because it would reduce the al- 
ready marginal utility business of the ap- 
pellant. 

While numerous exceptions were filed 
against the commission’s findings, chiefly 
on the ground of insufficient supporting 
evidence, the court was unable to discover 
any support for the exceptions. Only 
naked statements were offered to sustain 


7 


them, and this without supporting argu- 
ment or citation of authorities. 

A commission finding, said the court, 
must stand if the record discloses evidence 
which, upon any rational view, supports 
it, and even though there is substantial 
evidence to the contrary. The evidence 
must be considered by the court in the 
light most favorable to the findings. With 
these observations, and finding sufficient 
evidence to support the commission’s de- 
cision, the court necessarily affirmed it. 
Re Stowell et al. 125 A2d 807. 


Apartment Company Bus Service Not Regulable 


b ieee New York commission ruled that 
it had no jurisdiction over an apart- 
ment development company which, for a 
period of fourteen years, had operated a 
bus for the convenience of tenants, their 
guests, and servants without any direct 
charge. The bus was operated on schedule 
and made stops at a near-by shopping cen- 
ter, a railroad station, and local schools. 
While no fares were collected, the com- 
pany conceded that if the service were 
discontinued, the tenants would probably 
be entitled to a reduction in rent. 

The decisive question for the commis- 
sion was whether the company operated 
the bus “for hire” or “for compensation” 
within the meaning of the words as used 
in the public service statutes. The ques- 
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tion was decided in the negative. The 
service was neither that of an omnibus 
line nor a contract carrier. Nor could it 
be classified as a hotel bus service because 
the apartment development was in no 
sense a hotel. 

The terms “for hire” and “for compen- 
sation,” said the commission, are terms 
of art customarily used to describe the 
familiar motor vehicle operations of com- 
mon carriers (and omnibus lines) or con- 
tract carriers which operate for a fixed 
charge. The fact that a particular trans- 
portation service is not rendered wholly 
gratuitously does not necessarily mean 
that it is “for hire” or “for compensation.” 
Re Larchmont Apartments, Inc. Case 
20,427, November 13, 1956. 


ICC Grant of Railroad Subsidiary Certificate without 
Restrictions Upheld 


opens of §§ 5(2)(b) and 
207(a) of the Interstate Commerce 
Act resulted from an appeal by motor car- 
riers from the Interstate Commerce Com- 
mission’s grant of a railroad company’s 
subsidiary motor carrier’s application for 
a certificate without restrictions that its 
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motor service be auxiliary or supplemen- 
tary to the rail service. 

Section 5(2)(b) provides that when- 
ever a carrier by railroad, or its subsidi- 
ary, is an applicant for approval of a 
transaction involving a motor carrier, the 
commission shall not approve the appli- 
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cation unless it finds that the transaction 
will enable the carrier to use service by 
motor vehicle to public advantage in its 
operations. Section 207 (a) of the act pro- 
vides that a certificate shall be issued to 
any qualified applicant if it is found that 
the proposed service is or will be required 
by the present or future public conven- 
ience and necessity. The latter section does 
not contain the requirement of the former 
that the proposed service be used in the 
operation of the railroad if a railroad is 
the applicant; 7.e., that the service be aux- 
iliary or supplementary to the rail service. 


Policy of Requirement More Flexible 


Appellants had claimed that the re- 
quirement of § 5(2)(b) should be read 
into § 207(a). The court, however, up- 
held the commission’s contention that the 
policy, not the terms, of the requirement 
applied to the issuance of certificates un- 
der § 207(a). A policy requirement was 
not so rigid as a flat requirement in terms 
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but was flexible and permitted a grant in 
exceptional circumstances where the com- 
mission found that the public interest, con- 
venience, and necessity required the grant. 


Certificate Properly Issued 


The commission had the power to grant 
a certificate to a motor carrier wholly 
owned by a railroad without placing a 
restriction therein that the service should 
be auxiliary or supplementary to the rail- 
road service, and the commission’s find- 
ings, in this case, that public convenience 
and necessity justified the grant, were sup- 
ported by the evidence. 

Interstate “peddle” traffic alone was 

not profitable and business communities 
along the railroad route needed such serv- 
ice. 
The applicant, which already had rail 
originated and intrastate traffic, could 
readily render such additional service. 
American Trucking Asso., Inc. et al. v. 
United States et al. 144 F Supp 365. 


Antitrust Law Invoked against Railroads in Interterminal 
Transfer Case 


Unitep States district court ruled 

that a complaint by a transfer com- 
pany against a number of railroad com- 
panies and others stated a cause of action 
for damages and injunctive relief under 
the Sherman Antitrust Act. The act for- 
bids conspiracies to restrain or monopolize 
interstate trade or commerce. It author- 
izes the recovery of damages and the ob- 
taining of an injunction by any person 
injured by a violation of the act. 

The transfer company had for many 
years furnished interterminal passenger 
and baggage transfer service for railroads 
in Chicago. The company’s complaint 
charged that the railroads conspired with 
the purpose and effect of eliminating com- 
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petition in bidding for an exclusive con- 
tract to provide the interterminal service. 
It was alleged that, although the plaintiff 
provided better and cheaper service than 
any of its competitors, the contract was 
awarded to another company, newly 
formed for the purpose, at a higher cost 
than previously required. 


The Purpose or Motive Element 


The court noted that this transfer serv- 
ice constituted interstate commerce with- 
in the protection of the Sherman Act, and 
that the granting of an exclusive contract 
for the service had been held not to 
amount to a monopoly under the antitrust 
laws. The railroads contended that they 
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were not competitors but were a single 
buyer of the transfer service and as such 
were free to deal with whom they pleased. 
The complaint, however, alleged that the 
purpose and effect of the joint action were 
to prevent competition in bidding for the 
contract. 

Acts otherwise lawful, the court ob- 
served, are within the proscription of the 
antitrust statutes if done to eliminate com- 
petition. 

Competition may be as effectively 
eliminated by preventing it from com- 
ing into existence as by destroying it after 
it has been established, both methods be- 
ing equally repugnant to the antitrust laws. 
While, of course, the railroads may deal 
with whom they please, said the court, 
they may not deliberately close competi- 
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tion in an important field of interstate 
commerce. If the effect and purpose of 
the railroads’ conduct were to restrain or 
monopolize interstate commerce, the mo- 
tive which inspired it, whether good or 
bad, would be irrelevant. 

The railroads urged that the complaint 
was defective because it failed to allege 
an injury to the public as distinguished 
from a mere private wrong, a public in- 
jury being required under the act. The 
court ruled, however, that the allegation 
of the elimination of competition for the 
contract was itself sufficient on this point. 
Furthermore, the allegation of increased 
cost with a decline in the standard of serv- 
ice also set forth a public injury. Parmelee 
Transp. Co. v. Keeshin et al. 144 F Supp 
480. 


Unauthorized Operation Not a Bar to Certificate 


HE Pennsylvania superior court held 

that the mere fact of prior operation 
without commission approval was not per 
se equivalent to an offense which would 
prohibit absolutely the acquisition of prop- 
er authority when application was sub- 
sequently made. The distinction between 
violations which are prohibitive and those 
which will be accepted as competent evi- 
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dence is to a large degree dependent upon 
the existence of good faith. If the viola- 
tion was a result of bona fide misunder- 
standing of the service authorized by the 
commission, there was no substantial basis 
to object to its use in a certification pro- 
ceeding. Pennsylvania R. Co. v. Pennsyl- 
vania Pub. Utility Commission, 125 A2d 
624. 


Extensions of Temporary Authority Improper 


HE United States district court set 

aside an Interstate Commerce Com- 
mission order extending the temporary au- 
thority of a water carrier. 

The order was set aside on the ground 
that it constituted an ex parte extension 
of temporary authority beyond the max- 
imum period of 180 days prescribed in 


§ 311(a) of the Interstate Commerce 
Act. The court held that the additional 
extension was not sanctioned by § 9(b) 
of the Administrative Procedure Act, 
which deals with expiration of authority 
pending application for a new license. 
Atlantic Coast Line R. Co. v. United 
States, 144 F Supp 53. 
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Other Recent Rulings 


Experience Data Required. Although 
a telephone association showed large ex- 
penditures for conversion to dial opera- 
tion, the Colorado commission denied a 
substantial rate increase sufficient to pro- 
vide for plant replacements and additions 
to surplus, chiefly on the ground that the 
proposed increase should await the ac- 
cumulation of experience data. Re Eastern 
Slope Rural Teleph. Asso., Inc. I1&S 
Docket No. 389, Decision No. 46671, Oc- 
tober 17, 1956 


Fare Differences Not Unconstitutional. 
The New York supreme court held that 
a transit authority could establish higher 
fares on one division of the city’s rapid 
transit system than on other parts with- 
out denying residents and taxpayers in 
the area affected equal protection of the 
law guaranteed by the Constitution, since 
differential treatment is not within the 
constitutional ban if reasonably applied 
to all members of a class or category. Re 
Love, 155 NYS2d 266. 


Abandonment of Express Service. A 
request by an intrastate railway express 
agency for permission to discontinue serv- 
ice to a community because of the discon- 
tinuance of interstate rail service which 
the express agency used was denied by 
the Wisconsin commission where motor 
transportation could be substituted and 
where there was a public need for the 
service sufficient to afford a small amount 
of revenue over out-of-pocket costs. Re 
Railway Express Agency, Inc. 2-R-3107, 
October 25, 1956. 


Economies from Train Discontinu- 
ance. The Wisconsin commission granted 
a railroad permission to discontinue cer- 
tain passenger trains where substantial 


economies would be effected, no real need 
for continuing service had been shown, 
and although the trains under considera- 
tion had a better passenger load factor 
than most trains considered in discontinu- 
ance proceedings, the communities were 
adequately served by the railroad’s other 
trains as well as by other carriers. Re 
Chicago & N. W. R. Co. 2-R-3076, 
October 19, 1956. 


Finding Inadequate. A federal district 
court, in setting aside an Interstate Com- 
merce Commission order, ruled that a 
finding of “good cause appearing there- 
for” was inadequate to enable the com- 
mission to vacate a prior rate suspension 
order containing a positive finding that 
proposed rates would be unreasonable. 
Dixie Carriers, Inc. et al. v. United States, 
143 F Supp 844. 


FCC Television Preference. The Unit- 
ed States court of appeals held that a 
determination that a particular type of 
factual difference was not significant for 
purposes of awarding a preference, as be- 
tween one of two applicants for a single 
television station permit, was within the 
discretion of the Federal Communications 
Commission. Sacramento Broadcasters, 
Inc. v. Federal Communications Com- 
mission, 236 F2d 689. 


Freight Car Billing. The United States 
court of appeals said that a railroad un- 
able to furnish the size of a freight car 
ordered by the federal government as a 
shipper could properly bill for the size of 
the car actually supplied, but if the rail- 
road was able to furnish a car of the size 
ordered and supplied a larger car, the 
proper billing under the service order 
and the rule of the Interstate Commerce 
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Commission was the rate applicable to 
the car ordered. United States v. New 
York, N. H. & H.R. Co. 236 F2d 101. 


Interpretative Ruling Not Reviewable. 
A United States district court held that 
an Interstate Commerce Commission or- 
der merely interpreting, at the request of 
a carrier and without a plenary hearing, 
the scope of the carrier’s certificate au- 
thority did not constitute an order sub- 
ject to review, so that the court had no 
authority to enjoin its enforcement. Kulp 
& Gordon, Inc. v. United States, 144 F 
Supp 456. 


Discrimination by Interstate Carrier. 
The United States district court held that 
the collection of a lower rate by an inter- 
state motor carrier than that which was 
required under tariff schedules filed with 
the commission constituted discrimination 
in favor of the person paying such rate, 
regardless of the intention of the parties. 
Porto Transport v. Consolidated Diesel 
Electric Corp. 19 FRD 256. 


Injunction until Hearing. The United 
States district court held that an injunc- 
tion enjoining the enforcement of an In- 
terstate Commerce Commission order 
should remain in effect until the commis- 
sion filed a report and order following a 
hearing, where the order enjoined had 
prescribed intrastate rates and charges 
without the investigation and hearing to 
which the parties were entitled. Tennes- 
see et al. v. United States et al. 144 F 
Supp 361. 


Rate Discrimination. The United 
States district court held that a differ- 
ence in railroad freight rates and charges 
as affecting different classes of noncom- 
peting shippers or consignees was not per 
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se unjustly discriminatory. Florida Cit- 
rus Commission et al. v. United States 
et al. 144 F Supp 517. 


ICC Intrastate Increase. The United 
States district court upheld an Interstate 
Commerce Commission order requiring 
an increase in intrastate express rates 
where the evidence showed that the in- 
trastate rates had not been bearing a fair 
share of the cost and expenses of the ex- 
press agency’s services. Garden City Flo- 
ral v. United States, 143 F Supp 609. 


Pipeline Certificate. The Federal Pow- 
er Commission authorized Natural Gas 
Pipeline Company of America to build 
350 miles of pipeline to transport natural 
gas to the Chicago area from Texas and 
southwestern Oklahoma. At the same 
time, Lone Star Gas Company was au- 
thorized to sell Natural Gas Pipeline up to 
100,000,000 cubic feet of gas per day at a 
point on Natural Gas Pipeline’s existing 
system. Originally Lone Star had sought 
a license to build a 230-mile line to carry 
gas for sale to Natural at Fritch, Texas, 
arguing that Lone Star could build facili- 
ties and provide all of Natural Gas Pipe- 
line’s gas needs cheaper than Natural Gas 
Pipeline could buy the gas and transport 
it through new and existing facilities. The 
city of Chicago supported this contention 
but the FPC, in ruling otherwise, said 
Lone Star’s proposal for meeting Natural 
Gas Pipeline’s requirements was less de- 
sirable than the arrangement sponsored by 
Natural Gas Pipeline. The FPC order also 
grants certificates to a group of independ- 
ent producers authorizing them to sell 
natural gas to Natural Gas Pipeline from 
two Texas counties. Natural Gas Pipeline 
Co. of America, Docket Nos. G-4280 et al. 
Opinion No. 299, December 4, 1956. 
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“Imitation is the most sincere form of flattery!” When Delta-Star introduced the new 
isolated phase bus with telescoping covers, its time-and-money- saving value was 
immediately recognized by utility engineers and by the fact that similar buses were 
soon introduced in the market. 


Delta-Star’s original telescoping-cover bus is quick, easy, and economical to install. 
Covers are an integral part of the enclosure—no bolts needed, no covers to lift, and 
no longitudinal gaskets to install. 


Quick access reduces bus inspection and maintenance time. Easily operated clamping 
rings lock and seal enclosure against dust and moisture. 


Similarities help prove the exceptional value of the original. 


If you are not fully acquainted with the exclusive features and advantages of Delta- 
Star “originals,” check with your nearby Delta-Star representative soon. 


a DELTA-STAR ELECTRIC DIVISION 
J HKB H. K. PORTER COMPANY, INC. 


2437 Fulton Street - Chicago 12, Illinois - District offices in principal cities 
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Alexander the Great, who, before he was 30 
conquered almost all the known world, was 
history’s hardiest character. Schooled by 
Aristotle, conditioned to endure unbelievable 
extremes of cold, heat, hunger and thirst, 
Alexander, though always outnumbered in 
battle, always triumphed. 


GREAT... WDEN IT COMES TO ENOURANCE 


Alexander the Great’s physical endurance 
was legendary, well-nigh superhuman. Tough- 
ness and resistance were vital in Alexander’s 
time .. . and they are today, too—in the 
cables that serve as the nerve system of 
transportation, power and industry. 

Moisture, heat, cold, deteriorating ele- 
ments, time itself—all combine to make 
inroads on cable installed underground, un- 
der water, or exposed to the air. 


Kerite is designed to withstand these con- 
ditions—for years. Incredible as it may seem, 
Kerite Cable, in perfect operating condition 
after 30, 40, 50 and more years service in 
rugged applications throughout the world 
is the rule rather than the exception. 

Nothing, of course, lasts forever . . . but 
Kerite lasts indefinitely. It represents one 
of the wisest investments in service that 
can be made. 


The value and service life of a product can be no greater than the integrity and craftsmanship of its maker 


KERITE CABLE 


THE KERITE COMPANY—30 Church St., New York 7, N. Y. 


Founded 1854 


(XU Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 
3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston 














Minnesota Power & Light 
Has $30,000,000 Program 


‘(PANSION doubling the size of 
p Clay Boswell steam electric sta- 
n, now under construction near 
thasset, to 130,000 kilowatts was 
nounced recently by Minnesota 
wer & Light Company. 

M. L. Hibbard, chairman of the 
ard, said that an additional 65,000 
watt generator, plus boiler and 
er necessary facilities has been au- 
prized by the board of directors and 
ll be added to the company’s newest 
ant. 

This and other projects costing 
bre than $30,000,000 will be in- 
hded in new expansion and mod- 
ization over the next four years, 
added. These projects continue a 
ogram which began after World 
ar IT and which will involve ex- 
ditures of more than $87,000,000 
1960. , 

The new generating unit, a dupli- 
te of the first at the Boswell plant, 
scheduled to be placed in service 
the end of 1959, some 18 months 
ter the plant itself goes into opera- 
m. Its initial capacity will be 65,000 
lowatts. 

Clay C. Boswell, company presi- 
cs and general manager, pointed 
it that the 217-acre site and design 
the plant will permit expansion up 
400,000 kilowatts if necessary. Ex- 
insion of the plant will raise its 
ital cost to about $25,000,000. 

New transmission and distribution 
les, substations and other facilities 
ill be added to the company system 
neet increasing demands for elec- 
icity and make service even more 
pendable, he said. 

“Demands for electricity are grow- 
¢ so fast in the territory served by 
le company, we have to push our ex- 
Msion program faster than we 
anned at the time we announced 
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Industrial Progress 


construction of the new plant a year 
ago,” he added. 


To Explore World Market For 
Nuclear Power Systems 


THE Martin Company recently an- 
nounced the formation of ‘Martin 
International,’ a wholly owned sub- 
sidiary company which will explore 
and develop world markets for nu- 
clear powered electrical generating 
systems. 

George B. Shaw, presently Mar- 
tin’s vice president—procurement and 
former director of commercial sales, 
has been named president of the new 
company. 

Martin International will be among 
the nation’s first business establish- 
ments to embark on an international 
sales and promotion program aimed 
at harnessing the industrial atom for 
peacetime power. The program will 
concentrate particularly on power- 
hungry nations. 

For three years the Martin Com- 
pany has been concentrating on the 
development of nuclear reactor sys- 
tems under military research and de- 
velopment programs. In the course of 
these programs, increasing emphasis 
has been placed on the development 
of power systems with a production 
capacity of from 10,000 to 15,000 
kilowatts. The company is also the 
first to have virtually perfected de- 
velopment on fuel element fabrication 
—the single most important technical 
problem involved in engineering a 
power reactor system. 

As a natural outgrowth of these 
developments and preliminary dis- 
cussions with both private and gov- 
ernment sources in the Dominican 
Republic, Cuba, and Brazil, the need 
for nuclear power plants in those 
countries has been confirmed. In the 
case of the Dominican Republic, 
Martin has already announced a con- 
tract with the government of Gen- 








eralissimo Trujillo for the first atoms- 
for-peace power plant to be installed 
in the New World. This new plant 
will increase the combined generating 
capacity of steam, hydro-electric, and 
diesel plants supplying Ciudad Tru- 
jillo from 45,000 kilowatts to a total 
output of 57,000 kilowatts. Under 
President [Eisenhower's atoms-for- 
peace plan, this contract is contingent 
on a bilateral agreement between the 
United States and the Dominican Re- 
public before becoming effective. 

The basic operating principle of 
the Martin industrial atomic reactor 
is a pressurized water system. Water 
pumped at high pressure in a closed 
system (the primary loop) passes 
through the reactor where it absorbs 
the heat generated by the slightly en- 
riched uranium contained in the core. 
The heated water then passes to a 
steam generator where it gives up its 
heat to a secondary system. The 
cooled primary loop water is then 
pumped back to the reactor to con- 
tinue its cycle. 


Arizona Public Service Places 
Orders for Ocotillo Station 


IN order to help meet the tremend- 
ously increasing demand for electric 
power in the state, Arizona Public 
Service Company has placed firm 
orders for the Ocotillo steam electric 
generating station according to 
Walter Lucking, president. The plant 
will include two 110,000 kilowatt 
units and will cost approximately 
$28,000,000. 

Mr. Lucking stated that the com- 
pany’s peak load is expected to reach 
700,000 kilowatts by 1960 as com- 
pared with the 1956 peak load to date 
of 434,000 kw. Plans are to have 
Ocotillo plant “on the line” in the 
spring of 1960, in order to meet this 
demand. If continued growth of the 


(Continued on page 26) 
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area indicates an earlier need for 
this capacity, construction can be re- 
scheduled so that the plant will be 
ready for service in 1959. 

The Ocotillo plant will bring 
company’s total electric system re- 
sources to 785,000 kilowatts, an in- 
crease of more than 500 per cent over 
the 1945 system resources of 122,000 
kw. 

Mr. Lucking said the company has 
invested more than $130,000,000 in 
facilities in Arizona communities 
since 1945 to maintain adequate gas 
and electric service. Electric cus- 
tomers have increased from 69,000 
in 1945 to 140,000 at the present 
time. The company expects to be 
serving nearly 240,000 electric cus- 
tomers by 1965, which will require 
the company to add even more gen- 
erating facilities in the years to come. 


the 


AEC Announces Policy on 
Test Reactor Construction 


THE Atomic Energy Comniission 
is looking to private industry for the 
construction and operation of general 
purpose test reactors to meet grow- 
ing needs of the Commission in its 
reactor development program and 
those of private industry in the de- 
velopment and construction of nuclear 
power plants. 

To encourage private enterprise to 
enter this phase of the atomic energy 
industry, the commission will con- 
struct test reactors only if its needs 
for irradiation space cannot be met by 
private industry under contracts re- 
serving for government use a_ per- 
centage of the space available in 
privately-owned test reactors, In ad- 
dition, the commission will permit 
the use of commission-owned test re- 
actors for non-government purposes 
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only if privately-owned facilities are 
not available for the irradiation serv- 
ices required. 

Reactors which come within this 
policy of the commission include fa- 
cilities in which materials and reactor 
components may be subjected to an 
environment (temperature, radiation 
intensity, exposure to corrosive ma- 
terials, etc.) comparable or identical 
to conditions which would obtain in 
reactors in which it is intended to use 
the materials and components; and 
facilities used to study the effects of 
radiation on electronic and other com- 
ponents of military vehicles or 
weapons systems. 

The commission believes that a 
large part of its requirements for test 
reactor facilities can be met with 
privately-owned reactors based on 
proved designs and technology. 

In keeping with its new policy, the 
commission will, at a later date, in- 
vite proposals by private industrial 
concerns to supply irradiation serv- 


ices suited to the commission’s needs. 


Until private industry is ready to 
finance the design, development, con- 
struction, and operation of test re- 
actors of advanced design, the com- 
mission’s policy envisages a continu- 
ing government role in this field and 
in the development of research reac- 
tors of new and improved design 
which are needed by the National 
Laboratories to carry forward re- 
search work assigned to the labora- 
tories. Research reactors provide only 
limited amounts of space for testing 
purposes. 

The new test reactor policy is an- 
other in a series of steps taken by the 
commission to bring commercial sup- 
pliers into the atomic energy indus- 
try. Fuel elements for the Materials 
Testing Reactor at the National Re- 


concerned with the reporting of el¢ 








Please write fully to 


915 Olive Street 





ELECTRICAL ENGINEER 
TRANSMISSION SYSTEM DESIGN 


Prefer 40-55 years of age. Extensive design experience on transmission lines and 
large substations up to 230 KV. Consulting engineering and large electric utility 
background highly desirable. System planning, construction and operation, and 
industrial plant design helpful. Supervisory experience with professionally trained 
personnel and proven ability in employee and client relations essential. Staff posi- 
tion in Home Office. Some travel. Exceptional opportunity with progressive firm. 
Liberal employee benefits including insurance and retirement plan. 


SVERDRUP & PARCEL, INC. 


St. Louis 1, Mo. 
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actor Testing Station in Idaho, 
actor-grade zirconium, hafnium, a 
beryllium are being procured fr 
commercial suppliers through lo 
term contracts. The commission I 
also invited private industry to 
dertake chemical processing of 

radiated fuel elements and processi 
of enriched uranium scrap from f 
element fabrication, feed materi 
and magnesium fluoride scrap. P 
vate industry has recently underiak 
the manufacture of boral, a lig 
weight material for use in reac 
and accelerator shielding, whi 
previously had been produced o 
at a commission installation, 
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Glossary of Electric Terms 


Published by EEl a 


EDISON Electric Institute 

nounced recently the publication of 
Glossary of Electric Terms—Finz 
cial and Technical in common use 
the Electric Utility Industry. It w 
compiled in response to a dema 
for such a publication from within t 
industry, and also from __ financ 
analysts, financial writers and oth@#/ 2 











tric utility operations. 

The work of EEI’s Statistical Co 
mittee, the glossary was prepar 
primarily to serve as a guide for laf 
men and utility personnel in th. ~- 
preparation and general interpret 
tion of electric utility industry sf 
tistics. It is the first major glossa 
of electric terms printed since Wor 
War II which includes both financ 
and technical terms . 

Practical definitions are given f 
over 300 terms and, in addition, mat 
cthers are indexed and defined ¥yy.., 
cross-reference. 

Single copies of the glossary a 
priced at 50c, and quantity discounf oppc 


unde 


are available. The Institute’s officd g,s¢ 
are at 420 Lexington avenue, Ne — 
York 17, N. Y. 

New 


So. California Ed. Executive 
Hails U. S. Atom Progress | L, 


UNDER the United States’ agzre 
sive and diversified approach to tl, x 
development of atomic power, Ame N 
can free enterprise is playing a \eaq’ 
ing role in the generation of electtirb 
power from atomic energy, James ¥b. th 
Davenport, vice president and gene 
manager of Southern California E 

son Company, declared followin: Li 
return from a European visit. “Wa 


(Continued on page 28) 
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This 16-Foot Butterfly Valve Illus- 
trates the type of work which New- 
ute port News takes in stride. Newport 
Hon of News built 3 such valves, each 
— ing weighing 446,000 Ibs., for the Ross 
n use Power Plant, Skagit Project, De- 






partment of Light, City of Seattle, 
Washington. Designed for a water 
flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., 
these valves were shop tested by 
Newport News at 450 psi. They are 
hydraulically operated with oil at 
1,500 psi. pressure. Shop tests assure 
speedy, trouble-free assembly of 
Newport News built equipment, on 
the site. 


The TEST of a TITAN 


Here is one of the largest high head butterfly valves ever built, 
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iry agundergoing a shop test at Newport News. If you had an 

scounf opportunity to follow this unit from start to finish, you would see 
offic first hand how Newport News produces massive equipment 


Ne economically. For economy is a basic advantage that results from NEWPO 
Newport News’ high integration of skill and production facilities. RT 

“ NEWS 

ess Large engineering and technical staffs, operating a plant 


ag“red comprising acres of brass, iron and steel foundries, five huge 
. - machine shops and other extensive fabricating facilities, have made SHIPBUILDING AND 
n 
3 Newport News one of the world’s largest producers of hydraulic DRY DOCK COMPANY 


a iea 
elc ctr turbines, valves, gates, penstocks and other essential equipment... Newport News, Virginia 


m<S # both standard and special in design. 
xerie 

la E 

ing Let us bid on your equipment. Write us today for your copy of 


“Water Power Equipment.” 
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Mr. Davenport, who flew to 
Vienna to present a scientific paper 
before the World Power Conference, 
said that U. S. electric companies 
would be unwise to engage in a race 
for large volumes of atomic kilowatts 
but should concentrate instead on re- 
search and experimentation with rela- 
tively small plants, utilizing a variety 
of nuclear systems to determine those 
that are both economical and reliable. 

“Many other countries must go for 
quantity rather than quality,’ Mr. 
Davenport stated. “Russia, for ex- 
ample, is seriously short of other 
forms of energy to produce electric 
power needed to back its ambitious 
industrial expansion program. Brit- 
ain’s coal supply is running low and 
cost of imported fuels is high. She is 
therefore now building a number of 
atomic reactors of a type process 
capable of producing power out which 
may well be considered uneconomic 
in this country. The government of 
France, although making good prog- 
ress, desires to have all NATO coun- 
tries join with ker in the Euratom 
Atomic Power Development Pro- 
gram.” 


Mr. Davenport said the Southern 
California Edison Company, in co- 
operation with Atomics International, 
a division of North American Avia- 
tion, Inc., now is developing an atom- 
ically powered generating plant at 
Santa Susana, California. 

This will be the first non-military 
reactor in the United States to feed 
electricity out over private utility 
lines on a commercial basis, he de- 
clared—but it is, nevertheless, re- 
garded as an experimental project. 

“We hope to obtain from this ex- 
periment data which will be of value 
not only to us, but also to other 
U., S. power companies engaged in 
nuclear research. World leadership in 
nuclear power development _ ulti- 
mately will go to the country which 
establishes a system capable of main- 
tenance of technical and manufactur- 
ing supremacy,’ Mr. Davenport de- 
clared. He said he believed this coun- 
try’s best chances of maintaining 
world leadership lie in continuing the 
policy of permitting free enterprise to 


‘do a large share of the job. 


“One of our major problems is to 
reduce the present high cost of atom- 


ically developed power,” Mr. Da 
port explained. “Free enterprise 
ways has a keen incentive in 
veloping economies, since the res 
are directly reflected in their pro 
or losses and their ability to k 
prices low to the public, hence t 
ability to stay in business.” 


Atomic Waste to Vie Wit 
Gas Storage for Old Weils? 


IN the peacetime application «f 
clear energy the disposal of ra lio 
tive wastes potentially presen:s 
major “non-beneficial” effect cn 
public and its resources. Wast: 1 
terials in either gaseous, liquid 
solid .form are evolved in esseutis 
all operations associated with nucl 
energy facilities. This begins at 
uranium mine and runs throug! f¢ 
material production, reactor ope 
tion and chemical reprocessing of 
actor fuels. 

The nature and characteristics § 
the radioactive waste—long effect 
life, ability to damage body tiss 
potential danger to the environmé 

(Continued on page 30) 





American Appraisals of reproduction 
cost may affect rates 

















up—19 ga. doors). 


structure. 


@ 4” Diamond Floor Plate. 
@ 5” Structural Channel Under- 


@ Electric Welded throughout. 
®@ Telescoping Roof with weather 
tight, easy sliding action. 


More for your Money in 


MORYSVILLE 


New Line Construction Body for single or dual wheel chassis from % to 2 tons. 
Length from 8’ to 14’ (CA's from 48” to 120’’). 
ample stowage space inside and out. Many plus features at no extra cost. 


@14 and 16 ga. Body Steel (14 ga. ® Concealed metal Winch Box. 
throughout for models rated 1 ton ® Curbside Access to tools and 


Sliding roof for derrick; 


equipment used most frequent'y. 

® Vertical Compartments for climb 
ers, lines and linemen’s tools. 

® Large, inside ventilated, Rubb«r 
Goods Compartment. 

® Two piece Front Window in 
compartment. 


An American Appraisal report of the cost of repro- 
duction provides convincing evidence in the prepa- 
ration of an appeal for adjusting rates to provide 
a more equitable return. 


The 
AMERICAN APPRAISAL 


Company 
Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 











@ One piece Smooth Welded Draw- ® Bit and Chisel Drawer; Trough ! 
ers and Compartments. Drills, Tamps, Rods, etc. 

® Vertical or Horizontal Flush Doors @ Fendix Undercoating at no ext: 
with recessed, spring loaded _ charge. 
latches at no extra charge. 


IMMEDIATE DELIVERY ¢ Distributors in _ Citie 


HALL MORY YSVIL : 
DERRICKS ISe LU (eA We. 


813 SOUTH READING AVE., / BOYERTOWN, PENNA 


Distributors for 
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hings to think abou 


hen investing in treated woo 


. How much longer than untreated woods, do treated woods last? 


A. Properly treated woods, such as woods treated by the 
American Creosoting Company, last four, five, even ten times 

bs long as untreated woods. Under many conditions, wood 

reated by Amcreco may be considered essentially permanent. 


Q. Are all modern-day wood preservatives about equal in value? 
A. No, you can’t assume that they are because none of the newly 
ntroduced preservatives have as yet been tried by the test of time. 
reosote, on the other hand, which has been the number one 

ood preservative for over fifty years, is still number one in 
ustomer preference because of its established service record. 






















Q. Are all treatment companies about the same — pate _—— 


me’s as capable as another? einece J 


\. No, all treatment companies are not about the same. Some, *\ 32% LOWRY PROCESS 
such as the American Creosoting Company, which has been 3 CREOSOTED woop wa 
in the business for over fifty years, have more experience than eae ; » 
and ethers. Some, such as the American Creosoting Company, “Hh 4 a | G()- f y > 
have had an opportunity to build up a treatment and + Smal — a 
ervice organization that is second to none. 

















































tub The next time you are in need of wood products, specify 
treated wood products . .. poles, cross arms, conduit and 
in cew@other construction woods that have been pressure treated 
sugh for’ creosote by the American Creosoting Company. 

W« would appreciate the opportunity to quote on your needs. 
ext’ 
itie AMERICAN CREOSOTING CORPORATION 

¢ > 


(a a 











Gulf States Creosoting Company 
Georgia Creosoting Company 
Kettle River Company 


Colonial Creosoting Company 
Federal Creosoting Company 
Indiana Creosoting Company 







GENERAL OFFICES: LOUISVILLE 2. KENTUCKY 


as a source of contamination — make 
safe handling and final disposal of 
wastes from the nuclear energy in- 
dustry important aspects of all atomic 
facility operations. Joseph A. Lieber- 
man, sanitary engineer of Atomic 
Energy Commission division of re- 
actor development, states that prob- 
ably more money has been spent, and 
more scientific and technological ef- 
fort concentrated, on the various 
problems of this industrial waste than 
on any other industrial contaminant. 

Work is being done on three ave- 
nues of approach to the disposal of 


INDUSTRIAL PROGRESS—( Continued) 


high-level atomic wastes. At present, 
these wastes come mainly from 
chemical processing of reactor fuels. 
These wastes do not come from the 
reactor itself, but can be generated in 
a situation involving reactor malfunc- 
tion. In the future, such wastes may 
result from homogeneous reactor 
sites where continuous fuel proces- 
sing is conducted at the reactor. 
One of these approaches to waste 
disposal where a high level of radio- 
activity exists is to bond the waste 
with an inert carrier, such as clay or 
feldspar, after which the total mass 
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may be safely buried in selected 
tions without harmful effect. ; 
has been working on this appr@ige’ 
for a few years now. 
Another avenue of approach baw 
studied by the commission is the 
sibility of discharging wastes 
selected, natural geologic formati 
This, of course, will occur at cnc 
those familiar with natural gas @i 
age, or similar usage of abandd 
petroleum, gas, salt or sulphur 
Preliminary evaluations indicate} ~ 
possible technical feasibility of di 
disposal of highly radioactive liq 
into the ground following the sole 
what similar practices in other ing# j 
tries, but taking into account i= 
unique characteristics of radioacii 
wastes. Mr. Lieberman suggested ir 
talk to the American Public He 
Association, at Atlantic City, } 
Jersey in mid-November, 1950, 
it may be practical to dispose of § 
treated wastes directly into s 
formations as: (1) spaces prepa 
by dissolution in salt beds or 
domes; (2) deep basins—5,000 
15,000 feet in depth—contair 
known brines where no exchangd 
water with neighboring drinkableRy 
irrigation water is possible, or wg'§ 
such solutions will not come into ¢ is 
tact or find their way into channelg#* 
other valuable natural resourd, _ 
(3) special excavations in seled>-, % 
shale formations. A number of 
gineering prob'ems must be sol 
before these methods can be employ’ 
with complete success. In the casé 
the direct disposal system, questi 
relating to the physical and chem 
reactions between the wastes and 
formation material, control of | 
originating in radioactive decay, ¢ 
the problems of transporting 
waste to the site, have to be answer 
Work along these lines is now inf} 
beginning stages under the <Atot 
Energy Commission's aegis. 


R.-R. Introduces New 
Microfilm Camera 


A NEW compact, duplex mic/ofi 
camera that photographs both si 
of a document simultaneously a‘ 4 
of three reduction ratios has bé 
developed by Remington Ranc ] 
vision of Sperry Rand Corp. 

The Film-a-Record ‘Model ||" 
a versatile, precision-built microfi” 
camera, compactly designed, yet 
corporating features of cameras ina 
times its size. The unit has a 12-1 

(Continued on page 32) 



















































CLEVELANDS =the standard of the 
industry for more than 30 years — have 
the features that count in getting these 
gas jobs done better, faster, safer, cheaper. 


Check your job requirements now with your Cleveland distributor. 











throat, and doubles 16 mm. film 
capacity by filming up one side and 
down the other using the 8 mm. 
principle. Readily interchangeable 
lenses are available for 25 to 1, 35 to 
1, and 42 to 1 reduction ratios. At the 
42 to 1 ratio, the Model 11 films a 
greater number of documents per roll 
of film than any other microfilm 
camera now available. 

Further information can be ob- 
tained from any Remington Rand 
sales office located in all principal 
cities, or by writing Remington Rand, 
315 Fourth avenue, New York 10, 
N. Y. 


Ingersoll Awarded $1,300,000 
Contract By Consol. Ed. Co. 
of N. Y. 


CONSOLIDATED Edison Com- 
pany of New York, Inc., announced 
recently that it had awarded to 
Ingersoll-Rand Company a $1,300,- 
000 contract for the main steam con- 
denser and circulating water pumps 
for its Indian Point nuclear-fueled 
electric generating station. 

The two pumps will be of the verti- 
cal wet pit type, each with a capacity 
of 140,000 gallons per minute. The 
single pass condenser will be the 
largest on the Con Edison system, 
with a surface of 212,000 square feet. 

The Indian Point station, to be 
built at Buchanan, New York, will 
produce electricity from atomic en- 
ergy in 1960. Overall cost of the 
plant is estimated at $55,000,000, of 
which the company will have spent 
or committed $21,000,000 by the end 
of 1956. 


Government Approves 
Negotiations of Contract for 
Private Entry in Field of Raw 

Uranium Fuel 


THE government has been seeking 
industrial firms which are interested 
in entering the field of refining ura- 
nium salts, The processing of ura- 
nium fuel at this stage has, in the 
past, been a monopoly of government. 
S. R. Sapirie, Manager of the Atomic 
Energy Commission’s Oak Ridge op- 
erations office, has announced that 
the proposal submitted by the Gen- 
eral Chemical Division of the Allied 
Chemical and Dye Corporation, New 
York, N. Y., for the production of 
refined uranium salts in privately 
owned and operated facilities has 
been selected as the basis for negotia- 
tion of a contract. 
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The program was originally an- 
nounced on October 27, 1955, and 
proposals were received on October 
1, 1956, the date set for their sub- 
mission, from: Climax Molydnenum 
Company, New York, N. Y. and 
Mallinckrodt Chemical Works, St. 
Louis, Mo.; Dow Chemical Com- 
pany, Midland, Michigan; General 
Chemical Division of the Allied 
Chemical and Dye Corporation, New 
York, N. Y.; Koppers Company, 
Inc., and Kennecott Copper Corpora- 
tion, Pittsburgh, Pennsylvania; 
Twentieth Century Materials Cor- 
poration, Denver, Colorado; Union 
Carbide Nuclear Company, Division 
of Union Carbide and Carbon Cor- 
poration, New York, N. Y.; and 
Vitro Corporation of America, New 
York, N. Y. 

The Allied proposal provided the 
lowest cost to the Government. Al- 
lied will employ a new process which 
will permit bypassing the refining 
step, as presently performed in AEC 
and obtain the necessary 
purification by distillation of the 
uranium hexafluoride. Allied has 
stated that its new plant will be in 
operation by April 1, 1959. 

The production of uranium salts is 
presently limited to government- 
owned plants operated for the com- 
mission by contractors. Operation by 
Allied of a privately financed facility 
is a significant step in the commis- 
sion’s program to broaden industrial 
participation in the atomic energy 
program. Private participation in this 
phase of the atomic energy program 
will satisfy the need for increased 
capacity without expansion of govern- 
ment-owned facilities. 


G-E Head Places Output of 
Nation's Electrical Products at 
$20 Billion 


THE electrical industry is “one of 
the principal sources of opportunity 
and growth in American business, at- 
tracting new competitors all the 
time”, Ralph J. Cordiner, president 
of the General Electric Company, told 
members of the National Electrical 
Manufacturers Association recently. 

Mr. Cordiner said that “the num- 
ber of establishments in the electrical 
machinery and equipment industry 
increased 46 per cent between 1947 
and 1954,” and that “the number of 
firms in electrical manufacturing had 
risen from 4,400 firms in 1945 to 
5,600 in 1953,” according to Depart- 
ment of Commerce reports. 
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“This year, the output of elect 
goods is estimated to be about 
billion—more than double that of 
years ago. Even if we continue 
serve our customers only as wel 
we have in the past decade, we 
see that by 1976, the market for e 
trical products reported by NE) 
should be in the order of $90 bil 
at today’s prices,” he said. 

In explaining why the elect 





so fast, Mr. Cordiner emphasifi 
that rather than being a “by-prodj™ 


of an expanding economy,” the indie | 


try is “at the very heart of Ameri¢ 
growth and prosperity,” and is “y 
to the faster progress of every m 
woman and child in the country.” 

Mr. Cordiner said that in co 
tries where power resources have { 
been developed, “you will find pj 
erty, misery, and hunger—the prin 
pal reason being that there is a sh 
age of electrical energy to make 
work of such countries more prod 
tive. In the Asiatic countries such 
India, China, Ceylon, and Pakist 
all the power generated in a year 
less than 25 kilowatt-hours per p 
son and per capita income is ¢ 
tremely low. 

“But where power resources h 
been developed and put to work, 
in Europe and Australia, you v 
find that the level of living has ri 
sharply, unless, as in Russia, it 
deliberately held down by the gé 
ernment through diversion of the 
creased output to military and pol 
cal adventures,” Mr. Cordiner ¢ 
tinued. “The highest levels of livi 
in the world are found in the fr 
market economies of the Unit 
States and Canada, where the 7 
capita output of electricity is bet 
than 3,000 kilowatt-hours a yea 
he said. 

Discussing 





long-range plannit§” 


Mr. Cordiner warned of the necqi@- 


sity for the electrical industry) 
make today’s decisions in the pé 
spective of what we expect cong 
tions to be ten or twenty years frd 
now.” 

“Tf we do not,” he added, “we m 
fail to make the commitments i: 
search, product development, facili 
and capital planning, and markei a 
manpower development — conm 
ments that must be made nov, 
order to measure up to our futur: 0 
portunities and our responsibiliti 
the American people.” 

(Continued on page 34) 
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very m 

intr.” Q-Panel walls grace the new Elrama Power 

* sis Why fine SOW power Plant (above) near Pittsburgh. It was designed 

h by Duquesne Light Company’s Engineering 
ave and Construction Department. The Dravo 

a p plants everywhere Corporation was General Contractor. 

€ prin 

ae h Panel Wall 

oe ave Q-Panel Walls 

> prod 

5 such . . 

Pakist Builders of new power plants in all parts of the country 

1 veary have specified Q-Panel walls for the following very good 


per p reasons: 1. Q-Panels are permanent, dry and noncom- 
> is ¢ bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
ces ha light in weight, thus reducing the cost of framing and 
work, foundations. 3. Q-Panels have high insulation value... 
you ¥ superior to a 12” masonry wall. 4. Q-Panels are quickly 
las fi installed because they are hung, not piled up. An acre of 























ia, it wall has been hung in 3 days. For more good reasons for 
he gi using Q-Panel construction, use the coupon below and 
' the write for literature. 

d pol 

er C¢ 












f livia 
he fr 
Unit 





the ji _¢ - ~ \ i Q-Panel walls (above) go up quickly in 
; bet 1 any weather because they are dry and 
yea hung in place, not piled up. 


anni 
| nec i . 5 al More than 32,000 sq. ft. of Q-Panels were used 
ay : to enclose the impressive Hawthorn Steam 
le pe Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 
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INDUSTRIAL PROGRESS—( Continued) 


Mr. Cordiner said that, since 1939, 
labor rates have been increased by 
178% and raw materials by 163%. 
In contrast, the prices of electrical 
machinery have advanced only 100% 
and of home electrical appliances only 
41%. He told the industry’s mem- 
bers, ““We can be proud of the in- 
crease in volume and efficiency that 
have helped the industry absorb some 
of these increased costs, because they 
represent real progress for our cus- 
tomers and employees. But no indus- 
try can absorb so much cost increase 
in so few years, and still finance es- 
sential growth and compensate its 
investors adequately.” 

Mr. Cordiner called particular at- 
tention to research, market develop- 
ment, perpetual modernization, and 
expansion as important areas of chal- 
lenge facing electrical manufacturers. 
“Steady progress,” he said, “requires 
prices that are not only attractive to 
customers, but also adequate—with 
efficient operation—to yield earnings 
that warrant the investments required 
for progress in a growth industry.” 


International Harvester Adds to 
Line of All-wheel-drive Trucks 


THE line of International “all-wheel- 
drive” trucks has been expanded 
through addition of four six-wheel- 
drive models and two four-whee!- 
drive models, it was announced by R. 
M. Buzard, manager of sales, motor 
truck division, International Har- 
vester Company. All are heavy-duty 
units. pts 

The new six-wheel-drive models 
are the SF-170 (6x6), with gross 
vehicle weight rating of 22,000 
pounds ; SF-172 (6x6), GVW 26,000 
pounds ; SF-180 (6x6), GVW 30 000 
pounds; and SF-182 (6x6), GVW 
33,000 pounds. 

New four-wheel-drive models are 
the S-170 (4x4), GVW _ 19,000 
pounds ; and S-180 (4x4), GVW 20,- 
000 pounds. 

“These new heavy-duty all-wheel- 
drive trucks are designed particularly 
for off-highway operation where 
heavy loads or equipment are to be 
moved over terrain requiring greater 
traction,” Mr. Buzard said. “They 
will be particularly effective in power 
2nd telephone work, pipe line, oil field, 
mining construction, road_ building 
and logging work.” 

The six-by-six models are available 
in four wheelbases: 142, 154, 172, and 
190 inches. The four-by-fours are of- 
fered in four wheelbases: 130, 142, 
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154, and 172 inches. 

The International line of “all- 
wheel-drive” trucks now has 10 
models and ranges from 7,000 to 33,- 
000 pounds GVW. Other models are 
the light-duty S-120 (4x4), with 7,- 
000 pounds GVW;; the medium-duty 
S-140 (4x4), GVW 11,000 pounds; 
and the S-160 (4x4), GVW 15,000 
pounds; and the heavy-duty S-164 
(4x4), GVW 18,000 pounds. 


Four Utilities Receive "Plant 
America’ Awards 
TWENTY-THREE industrial firms 
and institutions in the United States, 
Canada and Hawaii have won “Plant 
America” awards in the Fourth An- 
nual Industrial Landscaping Comre- 
tition sponsored by the American As- 
sociation of Nurserymen, according 
to an announcement by the associa- 

tion. 

The awards are given in “recogni- 
tion of achievement in industrial land- 
scaping and beautification contribut- 


‘ing to employee and civic pride in our 


American Heritage” and are based 
on nationwide competition. 

Included in the firms winning 
Awards were Central Louisiana Elec- 
tric Company, Lafayette, Louisiana ; 
Eastern Iowa Light and Power Co- 
Operative, Wilton Junction, Iowa; 
The Hawaiian Electric Company, 
Ltd., Honolulu; and Long Island 
Lighting Company, Hicksville, New 
York. 

The awards formally will be pre- 
sented early in 1957. 


Holan Issues Catalog on Series 
6700 Power Derrick 


J. H. HOLAN Corporation, 4100 
West 150th street, Cleveland 11, Ohio, 
has published a catalog on its new 
Series 6700 “bow-legged” power der- 
rick. 

The 4-page catalog gives capacities 
and heights in various working posi- 
tions; dimensions; action photos; 
and details on various operating fea- 
tures of the new derrick. 

The Series 6700 power derrick has 
an 8,000-pound capacity and can be 
used for handling poles up to 75 feet. 


G-E Creates New Communica- 
tion Products Department 


GENERAL ELECTRIC Company 
recently announced the creation of a 
new operating department geared to 
meet the demands of a constantly-ex- 
panding communications market. 
The new department will be known 


as the General Electric Communi 
tion Products Department and 
absorb functions previously hand 
by the company’s Communicati 
Equipment Section. Products of 
new department will include nx 
radio, microwave radio relay, « 
traffic coordination units, powe 
carrier equipment, terminal ¢ 
ment and other communication s 
tems. 

The announcement was mace 
Harold A. Strickland, Jr., ge: 
manager of the firm’s Industrial “If 
tronics Division, who disclosed 
currently that Harrison Van <\k¢ 
jr., has been promoted to the pociti 
of general manager of the nev 
ganization. Mr. Van Aken previous 
headed the Communication Fy 
ment Section. 


Headquarters of the General <l@ii 


tric Communication Products Depa 
inent are at Electronics Park, Sy 
cuse. 


Homelite Announces New 
Centrifugal Pressure Pump 


A new centrifugal pressure pu 
has just been announced by Homeli 
Port Chester, New York. The ne 
Model 24S3-1P is a high volume pr¢ 
sure pump, designed specifically f 
utilities, contractors and builders, fi 
departments, farmers, and general 1 
dustries. It has a capacity range 
55 gallons of water per minute at 
pounds pressure to 205 gallons 
water per minute at open discharg 

Weighing only 107 pounds, the n¢ 
Model 24S3-1P is easily carried 
any location. Filling booster tank 
jetting, pumping against high head 
irrigation and spraying are only a f¢ 
of its many uses. Self-priming, t 
new Model 24S3-1P will develg 
pressure in 15 seconds at five foot s 
tion lift and 45 seconds at 15 foot s 
tion lift. It has a guaranteed suctid 
lift of 28 feet, a total head of 18 
feet, including friction, and com 
equipped with 3” suction and di 
charge fittings. 

This new pump is mounted dir 
on the crankshaft of a Homili 
single-cylinder, air-cooled, two-:y 


gasoline engine. Completely prot« :t¢ 


high-tension fly-wheel type mag 
permits easy, quick starts in any «1 
of weather. Closed-type impeller i: 
signed with large clearances to pe"! 
operation in muddy water and 
structed of long wearing cast iron | 
long service life. Further informa‘ 
may be obtained from the manu‘a 
turer. 
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Come see and drive the only trucks with all-new V-8 
power, advanced Forward Look styling, new comfort 
cabs, and exclusive push-button automatic transmission! 


Now, Dodge leads the low-priced three in all 

important measures of value! 

You get MORE POWER—from 204-hp. pick-ups to 

232-hp. tandems! 

You haul BIGGER LOADS! From 4,250 lbs. G.V.W. 

to 65,000 Ibs. G.C.W., new Power Giants carry 

more profitable loads. 

You enjoy BETTER PERFORMANCE! No other 

truck can touch these big, new Dodge V-8 Power 

Giants for time-saving, step-out-front zip. 

You enjoy EASIER DRIVING! Only Dodge trucks 

give you push-button shifting! * And the industry’s 

sharpest turning saves you work in traffic. 

Drive 1957’s most advanced trucks—V-8 or 6! 
*Available on all low-tonnage and forward-control models. 





Exclusive Push-button Transmis- Exclusive Full-opening Hood—Twe- 
sion—First in any truck! Shifting is _ position alligator-type hood opens 
DODGE TRUCKS 2.32520) Sawn mss 

button, and go! Trouble-free.Saves servicing, or half-way for routine 
WITH THE FORWARO LOOK time, makes driving easier.* oil and water checks. 


| GET YOUR DODGE DEALER’S DEAL BEFORE YOU DECIDE! 


‘ 











lf your problem concerns UTILITY RATES, 


you will want these two companion volumes 


Preparing 
for the 
Utility 
Rate Case 


by Francis X. Welch, 
B. Lit?., LL. B., LL. M. 





320 pages 
Price $10 


MONG the values of this compilation of experiences 

taken from the records of actual rate cases, are the 

reviews of methods and procedures, which have been 
found helpful in — 


> simplifying and speeding up -rate 
case groundwork 
& saving time and expense of participants 
> cutting down “lag losses” 
> increasing the confidence of investors 


all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 
plain and practical methods that have been used. 


The chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 
Public Relations and the Rate Case 
The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 
Selection and Function of the Attorney 
The Grand Strategy of the Rate Case 
The Mechanics of Rate Case Preparation 
Proof of the Rate Base 
The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 
Completing the Rate Base; Working Capital 
Operating Expenses 
Operating Expenses, Continued— 
Annual Depreciation 
The Rate of Return 
Rate Adjustments—Allocations 





Conduct 
of the 
Utility 

Rate Case 


by Francis X. Weich, 
B. Litt., LL. B., LL. M. 
400 pages 
Price $12.50 


HIS companion volume deals with those procedural 

matters which come after the preparatory stages of 
the rate case. It presents for the first time the practical 
problems of conducting the case — 


> filing the application 
> introducing the evidence 


& examining the witnesses, etc. 


In fact, it explains the time-saving and effective ways ot 
making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


Here are the chapter headings: 


Assisting In the Rate Case Preparation 

The Formal Approach to the Rate Case 

The Attorney-Client Relationship 

Preparing The Petition or Application 
Preparing the Testimony 

Parties—Rate Complaints—Rate Investigations 


Negotiations Before Hearing— 
Prehearing Proceedings 


Setting and Opening The Hearing 
Examination In Chief 
Cross-Examination and Rebuttal 
Evidence in a Rate Case 


The Case for Complainants or Rate 
Increase Protestants 


The Expert Witness 


Motions, Interlocutory Procedures, Arguments, 
Briefs and Decisions 


Appeal and Review 


Never before has anyone attempted to bring together, in relatively small compass, a comparable 


exposition and guide. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 


WASHINGTON 4, D. C. 
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Guardians 
Of Your Health 


...for fifty years! 


YN 
Since 


1907 
your annu- 



































es 
50 al purchase 
wal of Christmas ~— 1925 
of Seals has helped 
ical 

§ ¢ save more than seven 

} million lives from tu- 

° berculosis. 

; Yet tuberculosis still strikes 

4 one American every five min- 
“i “ utes, still takes more lives than all 
or other infectious diseases combined— 

one every half hour. pha, 
When you buy and use Christmas Seals 
y you help the National Tuberculosis Associ- 
ation and its 3,000 local affiliates work year 
round against tuberculosis—through case finding, 
; education, research and rehabilitation. 
“eg It is possible in the next fifty years to win entirely the moe 

fight against TB. Soplease, send in your contribution today. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve uilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











———_ ! 


% Augmentation 
* 100% Town Supply \ 
t 


Design ¢ Engineering ¢ Construction 














11 WEST 42ND STREET NEW YORK 36,N. Y. 





aare 


Fe Ford, Bacon & Davis 
oo oe apleere pereene 


NEW YORK @ CHICAGO e@ LOS ANGELES 











GIBBS & HILL, inc. 


CONSULTING ENGINEERS 
y DESIGNERS e CONSTRUCTORS 
NEW YORK LOS ANGELES 


GA 


FOUNDED 1906 











GILBERT ASSOCIATES, INC. 


ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
READING, PA. 


e@ WASHINGTON @ PHILADELPHIA @ NEW YORK 
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(continued) 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 











GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 





Se huljian Coyporalion 


ENGINEERS ° C°GIN STRUCT OF RS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND seamen 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR MUNICIPAL 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
. DARIEN, CONNECTICUT 
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MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 





3 ization © C Practices * A ° Bud © Fi ing * Taxes * Stock Transfer « A i ° E 
Analysis * Cost of Money Studies « acesaunanee Studies « on Sa © System Planning ¢ Industrial Engineering « le Pe soon © Rates « Pricios 
Seles ond Marketing * Safety * insurance * Pensions * Employee Welfare * Public Relations * Advertisina * Personnel * Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 

















Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET 








SANDERSON & PORTER 


CONSTRUCTION ° REPORTS & 
SURVEYS 
NEW YORK ; NEW YORK 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 











STONE «& WEBSTER 


| SE OB Bu D0 DS Out Clue OF OD 5S oil OW Or. We te Oa 


Design « Construction « Reports « Appraisals 
Examinations « Consulting Engineering 
NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 


Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Public Uttili 
REPORTS — VALUATIONS Soutadins “Cost Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Abram’Aerial Survey 
Lo poration 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 


PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical » Mechanical ¢ Structural 
, elvil ¢ Thermodynamic ¢ Architectural 


¢ 
A reuse FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


g10 Electric Building Indianapolis, Ind. 








LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 





Thoroughly Specialized 
RIGHT-OF-WAY 


Coates PROCUREMENT 


From Title Search . 


.To Eimage Claims 


COATES FIELD SERVICE 


P.O. BOX 1581 OKLAHOMA CITY, OKLA. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


for the GAS INDUSTRY 


CONSOLIDATED 
GAS anb SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ill. 











A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—I NDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 








SVERDRUP & PARCEL, INC. 
Engineers — Architects 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems — Industrial Plants 
Studies — Reports 


St. Louis ° San Francisco ° Washington 








FRANCIS S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








JACKSON & MORELAND INC. 


Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 





Boston New York 





Representation in this Professional 
Directory may be obtained at very 
reasonable rates. Kindly address 


inquiries to: 
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Public Utilities Fortnightly 
332 Pennsylvania Bldg. 
Washington 4, D. C. 
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The secret is in 
the exclusive 
“GOLDEN HEART” 
transistor 





New POWER VOICE speaker 
mounts firmly under dash 
in same familiar position 


NEW TRANSISTORIZED 
POWER VOICE speaker 








BUT... 


ff 











and may be heard clearly * 
hundreds of feet away. 


Q / 
I detaches in a second to be | 
hung from vehicle window Pf / Q WN le 











MOTOROLA... always FIRST with the 
EWEST in TRANSISTORIZED EQUIPMENT 


MOTOROLA 


2-WAY RAD/O 








Hear your mobile radio 
HUNDREDS OF FEET AWAY 


Now your vehicles, in fact any mobile radio equipped 
vehicle, can get far greater volume than ever before, with 
the new Motorola transistorized Power Voice Speaker. 


This new compact, inexpensive speaker-amplifier 
combination delivers 10 TIMES MORE POWER than 
the conventional passive speaker. No more straining to 
hear messages. Just turn it up—it’s got all the volume 
you'll ever need, all in this one small package. No longer 
is your driver shackled inside his vehicle...he can 

move about freely, hundreds of feet away, and still 
hear his dispatcher. 


Secret of Motorola’s newest development is the built-in 
transistorized amplifier, utilizing two long-life, Motorola 
power transistors. With the average 12 volt mobile radio 
system, the new speaker develops 15 watts audio output. 
Even on a 6 volt system, you get 5 watts output—much 
more than the conventional one watt speaker level. 


This power packed speaker is available for your mobile 
2-way radio NOW. It can be quickly and easily added to 
most 6 or 12 volt installations. With the new Power 
Voice Speakers doing a bigger, better job for you, you'll 
also find low battery drain, bandpass response that 
accents voice frequencies, and versatile Quick-detach 
mounting...in a compact, all-metal housing. 


You must hear the new Power Voice Speaker to 
appreciate what this added power can mean to you. 
Write, phone or wire today...or mail the coupon below. 


MAIL THIS COUPON FOR LITERATURE 


or a demonstration 





Motorola Communications & Electronics, Inc., Dept. 18 

4501 Augusta Blvd., Chicago 51, Ill. 

(] Please send me more information on the new Power Voice 
Speaker. 

[) | want to hear a demonstration of the Power Voice Speaker. 
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DRESSER 


MANUFACTURING 
DIVESION 


Sieeie 


IDECO, Dallas, Tex.—Hydrair* and 


LANEG}WE iN 


= 


CLARK BROS. CO., Olean, New 
York—Gas turbines, engines, and 
reciprocating, centrifuga! and 
axial flow compressors — gas, 
steam, electric and diesel driven 


DRESSER-iDECO COMPANY, 
Columbus, Ohio — Radio and 
television broadcasting towers, 
Stee! buildings, aircraft hangars, 
electric power substations 


DRESSER MANUFACTURING 
DIVISION, Bradford, Pa. — Pipe 
line couplings, pipe repair sieeves 
and clamps, weldments, forgings, 
welding fittings, flanges, rings. 


Power Rigs; Full-View* Masts; 
substructures; single, dual and 
Drive-in Rambler Rigs; blocks 
swivels, rotaries; mud pumps 
petroleum equipment and supplies. 


LANE-WELLS CO., Los Angeles, Cf 
Houston, Tex. Okishoma City, Ok 
Electric and Radioactivity Well Logi 
Koneshot* perforating, bullet 
forating, packers, bridging pl 





Magcobar. 


MAGNET COVE BARIUM 
CORP., Houston, Tex.—Magcobar* 
and Magcogei* drilling muds 
and other specialized oi! well 
dritling fluids and chemicals. 





/ ALG | 


PACIFIC PUMPS, INC., Hunt 
ington Park, Calif. — Centrifugai 
pumps for retineries, power sta- 
tions, pipelines, and chemical 
plants; plunger pumps for oilweils. 








ROOTS-CONNERSVILLE BLOWER 
DIVISION, Connersvitle, ind.—Rotary 
positive blowers, gas pumps, centrifugal 
blowers, exhausters, vacuum pumps, 
and positive displacement meters. 





LG 


SECURITY ENGINEERING DIVISION, 
Dallas, Tex., Whittier, Calif. — Rock 
bits, reamer rock bits and hole 
openers; reamers, casing scrapers 
and Neo-Red rubber stabilizers. 








Sfé. 


SOUTHWESTERN ENDUSTR 
ELECTRONICS CO., Houston, Tex.— 
mograph systems and instrum 
lect , electro- ical 














puters—analog and digital; recor 
systems. Special transformers, 1 


You receive an important bonus of extra 
value every time you use products or services of 
any of the Dresser companies. Typical of the 
equipment used daily in the public utilities in- 
dustry are engines and compressors from Clark 
Bros., pipeline couplings and rings from Dresser 
Manufacturing Division, pumps from Pacific, 
meters, boosters and blowers from Roots-Con- 
nersville, and electronic transmission towers and 
steel buildings from Dresser-Ideco. 


Each Dresser company works independently 
to assure maximum individual attention to your 
specific needs. Yet all the Dresser companies are 
teamed together with their combined facilities 
and experience to provide Dresser plus ~ equip- 
ment and service — the standard of comparison 
the world over. 


* Trademark registered 


As performance demands on equipment be- 
come increasingly greater, Dresser will continue 
to pace the technological changes in your field. 
The coordinated research and engineering talent 
of all the Dresser companies is pledged to 
provide “Tomorrow’s progress planned today.” 





STRIES, URIGo 
| OL + GAS 
EQUIPMENT AND | CHEMICAL 


TECHNICAL SERVICES | ELECTRONIC 
INDUSTRIAL 


POST OFFICE BOX 718 e REPUBLIC NATIONAL BANK BUILDING e DALLAS 21, TEXAS 

















